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This report presipnts the results of an analysis of the Federal 
Bonding Program from the first Bonding, Assistance Demonstration Projecxs 
to the present nationwide Manpower Administration effort. The analysis 
was conducted by Contract Research Corporation from August, 1974, through 
September, 1975, under Contract Number 20-25-75-01 with the Office of 
Manpower Research and Development, Manpower Administration, S. Depart- 
ment of Labor. 

■ * ■ ' • ^ . 

The results of bur analysis are presented in a two volume final 

report. Volume I contains the Program History focusing upon the program 

origins and its subsequent administrative evolution. Volume II contains 

the Program Analysis , a compilation and analysis of data concerning the 

utilization of the bonding program'^anS its results. The program analysis 

contains the findings, of this study relative to utilization and results, 

the conclusions based upon thesfe findings, and a set of recommendations. 

A summary containing the highlights of the Program History and Program 

Analysis is presented in a separate volxime. ^ , 

Among the Contract Res^arclj Corporation staff, major contributions 
to this study were made by the following individuals. Susan Carnduff 
assisted in the conduct of the historical- analysis and had primary respon- 
sibility for the program analysis and preparation of Volume 11 of this 
report. Carole Miller participated in the conduct of the historical and 
program analyses and prepared drafts of several sections of Voluune I. 
Diane Savitzky conducted much of the analysis of program data and drafted 
several sections of Volume II/ Additional data tabulation and analysis 
activities were carried out by Josie Bauer and Giles Carter. Dr. Herbert 
Weisberg provided statistical consultation to project staff throughout 
the study. Hal Shear provided invaluable advice at key points in the 
conduct of the study and technical review of its major reports. 

Whatever strengths can be found in this report are, in large part, 
attributable to the overall support and direction of the project team 
provided by Joanna Kennedy, Corporate Officer in Charge of the project. 

The Contract Research Corporation staff are indebted to a great 
number of people for their cooperation in all aspects of this study. 
Current and former Department of Labor and insurance industry officials 
consented to be interviewed, offered suggestions, shared opinions and 
files, and reviewed earlier drafts of this report. While it is difficult 
to single out any one individual, it must be said that it is impossible to 
think 6f anything our Project Officer, William R. Throckmorton, could 
have dohe to facilitate the study that he did not do. His enthusiastic 
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support of the project has set a standard which it is unlikely tJmt 
many others can match. * ' 

A special word of appreciation is due to the current and former 
, bonding program participants and their employers who took the time and 
trouble to complete our follow-up survey instruments and provided' us 
with critical data that was nowhere else available. It is our.liope 
* that the results of our ant^lysis will make it possible for the Depart- 
V irient of Labor to improve its delivery of manpower services to future., 
. ox-offender job seekers, and to their employers; ' . 




Lawrence Bailis 
Project Director 
September, 1975 
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1^0 INTRODUCTION AND OVERVIEW 
1.1 General Backgroiujid . 

Fidelity bonding is <x form insurance utilized to indemnify employers 
for loss of money or Qther property sustained througl^^ dishonest acts of covered 
employees. These acts include larceny, theft, forgery, and embezslement. Loss . 
caused by omission or err^r nt)t^ involving dishonesty is not covered. 

In recent years, fidelity bonding coverage has generally been purchased by 
employers in the foAi of blanl^fet bonds , a single policy which covers all officers 
and employees of the establishment collectively* Other, less used-,kinds of bond- 
ing include individual bonds (which, as is suggested by the name, cover only one| 

individual for a specified amount of loss), name schedule bonds (which list indi- 

' * ■ 

yidual employees and amounts of their coverage), and position schedule bonds 

(which cover all en5)loyees in a given position, e.g*, cashier, for a stated amount 

without listing th?ir names). 

The blanket bonds have constituted the largest portion of the, market because 

,of their greater administrative simplicity; under blanket bonds/ there is no need 

to update the. policy whenever personnel actions are taken or new job categories 

created. 

•/ 

Fidelity bonding is generally considered good financial, manag^^ent practice, 

and is now utilized liy a ^fi'Snificant proportion of employers. However, fidelity 

bonding has stood as a major barrier to the employment of those with police records 

an^ ex-offenders because the standard fidelity bonding policies have included the 

following , clause:^ 

The "ctnr^rage of this Bond shall not apply to any 
Employee from and after the time that the Insured or any 
partner officer thereof not in collusion with such Employee 
shall have the knowledge or information that such Employee 
has committed any fraudulent or dishonest act in the service 
of the Insured or otherwise, whether such act be committed 
before or after the date of employment by the Insureci. 
(Emphasis added.) ' ^ 



Fidelity bonding underwriters have included this clause because, according to 
standard fidelity bonding practice, bonds should not be issued at all whenever 
there is any reasonable likelihood that an individual might default. In other 
wordsl unlike life insurance underwriters, who peg premiums according to the 
degree of risk, fidelity bond underwriters, generally seek to avoid risk- altogether. 
In the eyes of these underwriters/ previous commission of a dishonest or fraudu- 
lent act is an indicator of a likelihood to do so again in the future. 

The federal bonding program emerged from a series of experimental and demon- 
stration {II ^ D) efforts by the Department of Labor to determine whethef ex-offen- 
ders and other potential employees excluded by the "fraudulent or dishonest** clatise 
in the bonds were truly such a risk as to be justifiably prohibited from working at 
certain jobs for the rest of their lives, simply because of a previous **record," 

These E {J D bonding efforts were planned by the Department of Labor in early 
19b5, in response to feedback trom manpower program operators which indicated that 
the exclusionary eligibility clause was preventing certain training program gradu- 
ates from obtaining jobs for which they were otherwise qualifi'ed. St)ecific legis- 
lative authorization to attack this problem was obtained in the 1965 amendments to 
the Manpower. Development and Training Act (MDTA) . ' In 1966, H (i D projects were 
implemented at public Employment Service offices in four cities and at six addi- 
tional sites in order to (a) explore the feasibility and usefulness of a program to 
overcome the effects of these exclusionary practices on ex-offenders and (bj to 
determine the viability and utility of at least one way of doing this: by pro<^ 
viding fidelity bonding to some of the groups affected by these exclusionary 
practices, 

* As is discussed later in this paper, many iinsurers claim that they waive 
this restrictive clause whenever employers give them good evidence of the 
trustworthiness of a potential employee. This claim has been disputed by some 
employers. 



It was hoped that i£ fidelity bonding coverage could be provided for such 

presumed "high risk^* job applicants, the record of the E § D projects would 

establish (actuarial) bases for determining the costs of providing special 

coverage and demonstrate that these applicants were no less trustworthy than 

"the average employee. If this hope were realized, it was further anticipated 

that insurance companies might be persuaded to modify or eliminate the restrictive 

bonding eligibility practices that had cai^sed Department of Labor officials to ^ 
* ■ 

be concerned* . 

Department of Labor officials responsible for those E § D, projects gradually 
reached the conclusion that the availability of bonding was indeed helping signi- 
ficant numbers of employees to get jobs for which they were otherwise ineligible. 
Accordingly, the demonstration projects were expanded to additional sites, to the 
point where bonding services were available in more than fifty cities in twenty- 
nine states. In 1970, a decision was reached to transfer the expanded E 5 D bond- 
ing effort to an operational national program, making it available through each of 
.the more than 2,200 Employment Service Local Offices in the United States. The 
changeover took place in 1971, and bonding has continued as a national program 
to the present time. 

Prior to expansion to a 'nationwide program, the E § D bonding projects were 
known collectively as the Trainee Placement Assistance Demonstration Projects. 
Since that time, they have been known as the Federal Bonding Program. The purpose 
'of this paper is to provide a history of the origins and evolution of 
Trainee Placement Assistance Demonstration Projects and the ensuing 
Federal Bonding Program. For convenience, the phrase "Trainee Placement Assistance 
Demonstration Projects and the ensuing Federal Bonding Program" is here- 
- after abbreviated to read "the bonding program." . 

The bonding program is just one of many operational manpower programs and 
techniques which were first conceived and implemented as experimental and 

O 3 
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.entrated limployment Program tChPjj 
Sector (JOBS), the Section ^51 inmate 
training projects, the New Caree;5s Program, the Human Resources Development 
(HRD) concept, and the idea of^NlDTA Skills Centers can all be traced to explora- 
tory efforts sponsored by li 5 D. - • 

But the bonding program appears to be somewhat unique in the degree to 

which it has been adopted by State and local operating agencies without 

any further categorical authorization or infusion of funds from the Depart- 

ment of Labor* ^ 

For this reason, it is instructive to review the administrative history 

of the bonding program in order to isolate some of those elements which may have 

contributed to this record. The manner in which this effort has been plann();d 

and conducted is discussed below. 

1.^2 Research Objectives 

As indicated in the research design for this study, this history 

has four purposes: 

• To provide an accurate record ofCthe evolution of the bonding program 
from the passage of the initial authorisation in the Manpower Develop- 
ment and Training Act of 1962, as amended in 1965, through the passage 
of the Comprehensive limployment and Training Act (CHTA) in December, 
1973, focusing upon key events in that evolution/ 

• To provide insights into the interests and expectations of key 
Department of Labor staff member^^. 

• To provide* an accurate record of the insurance industry's attitudes 
and policies towards bonding those with criiainal records and those who 

^ are bad credit risks. 

• - To provide an "insurance industry perspective of Department of Labor 

activities under the bonding program. 

■ 

1 



Research Uo.sian for AiialyHis of the 1 cderal Bonding Program, pages J and 5. 
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1.3 Researqh Methodology 

1.3.1 Data Sources and Data Collectioji 

I The history and analysis presented in this paper are based on the CQllectiou 

and analysis' of two kinds of infornjation: ^ 

t Program documentation the written records of the program, including 
the contracts between the Department and the selected underwriters who 
have delivered bonding services under the program; intra-Departmental 
memoranda concerning bonding activities;^ and correspondence^ between 
Departmental officials and other interested parties. 

• , Recollections of key participants in the conception, development and 
implfmentation of the bonding* program, including current and former 
Department of Labor officials arti executives in the fidelity bonding - 
industry^^ . 

Data collection was accomplrshed through interviews with key participants in th<» 

♦ • . 1 

evolution of the program and; through review of historical files Interviews 

were completed with more than twenty Department of Labor and insurance industry 

officials; most of them also provided accessto their files to supplement the 

interview data. |^ ! 

1.3.2 Data Analysis 

The data collected for this paper were analyzed with two ends in mind. 
The first of -these was to provide a succinct- historical narrative, a chronolog- 
ical listing of the major events in the history and evolution of the program. 
This narrative is presented in Section 2. ^ • 

The second of;these was to review all available information in order to 
obtain explanations of how and why the nrogram evolved as it did. Explanation of 
origins of the program is presented in , Section 3; Section 4 reviews the design 
phase in the history of the program; and Section 5 describes the 
implementation of the bonding program. An analysis of several major factors 
which seem to have affected the program at all phases of its evolution is pre- 
sented in Section 6. 



It is inevitable that explanatory analyses involve the use of judgement. 
Whenever possible, the data or other evidence used to provide explanation is 
presented either in the text or in footnotes ♦ The sources of quotations are 
not ideajtified, at the request of some of our interviewees. Similarly, the 
senders arid^ receivers of memoranda are identified only by the organisations in 
which they wer'^ working at the time* 
1*4 Agency Nomenclature 

Straightforward historical description of Departmental manpower programs is 
hampered by the frequentXreoi-ganisa'tions and multiple program activities of 
the Manpower Administratioffwhich took place in the mid and late 1960's. 
Regardless of the changing names of some of the offices involved, however, the 
planning and implementation of the bonding program appears to have been a - 
cooperative effort between the agency within the Manpower Administration with 
responsibility for experimental and demonstration (EgId) activl^el?, and the 
organisation with responsibility for administering the public fimployment Service 
at the National Office level. 

During the period when the bonding program was first being considered and 
designed, the RGD responsibility was assigned to an irganisation known as the 
Office of Manpower, Automation and Training (OMAT). By the time the program 
was implemented, the CGD responsibilities had been assigned to the Office of 
Special Manpower Programs within the Office of Manpower Policy Ovaluation and 
Research (OMI^KR). Coincident with the further evolution of the program, the 
KfiD agency became known as the Office of Research and Development (ORD) within 
the Office of Policy Evaluation and Research fOPKR). 

OMAT, OMPim, and OPRR are basically the same office with different names. 
The Office of Special Manpower Programs was established to conduct EftD programs, 
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arid Wiis la*tef merged with the Office of Research to .form ORD. But despite 

^. ^'■'•^S- \ - ■ ■ ^ ^' ■ :. ' V, ■ ' •.. . . :,. . ,. 

these naifie changes, E&D iresponsibilities* Remained in the same unit in the same 

ovterall office*,; . f , 

' • Tlife pattern was present witlj.; respect to the Employment Service. 

■ \ ■ ' . . •• ■ ' ■ V"'- , . . . • ■ , ' 

, The^repon^ibiiity ^or coordination of the bonding program with State Employment 

^.Sej^icer^ wa^, initially assigned tp the Manpower Administ rat ion '^^.^v:^' 

JBure^u of Eii5)loyment jSecutity (BES); Subse^quent Departmental reorganizations 

led to a separg:tfng out' and tegrotiping of tte National Office agencies with 

responsibility for the public 'Employment Service, the Unemployment Insurance . 

^Service^_^nd the varixius^^^D^^ f^^®^ eTi5)lpyiiie«t and trainin 

As-V resuii: of these reorganizations, responsibility for cooTdinatioh with ES 

: tocal Offices was then held by drganizationi known ais the United States Training 
* - * - ■ •* ' -f * ^^^^^^^^^^ ^ 

and Employment Service (USTES) and the United States Employment Service (USES) ; 

As in the E§D case, the Employment Service responsibilities^^^^^^f the 

■ ,r ' . ■ .. * - ■ , . , ■ " ■ - . • ■ .- 

• " ■ . ... , . ■ .. . • ■ ; 

binding program stayed with the samp staff unit even^^ though the parent organi- 
zation^' s name and broad jurisdiction was changing. 

Because their o^g^i^izational restru^ did not appear to have any 

direct effect on the evolution of the bonding progi^m, the orgaiiizational : 
designations OPER and USES aire used throughout this paper, /even when the names 
of their predecessor agencies were different* ; 



2/0 HISTORICAL. SUMMARY , , 

The history and 'evolution of the bonding program can be divided into* • 

* ■ ■ ■ ■■ 

three phases: the program origins, the design phase, and the implementation 

> ■ • ■ ■ • ■. •.. r^' ■ •• ••■'...'.r 

phase. The key events in each of these' phases are sununarize.d in this .section 

• ■ ■ . . ' ... . ■ 

of the paper. These events are described in greater detail in Sections 3, 4^ 
and 5- respectively. An overview of these events and their interrelationship . 
with other developments in Department of Labor manpower policy is presented in 
Exhibit 2-1 on pages 15 and 16. 

2>1 Th^ Origins of the Bonding Program ' " 

Department of Labor manpower planners began serious cpnsideration of a * 

■ ^ - ■ ' ■-■ . ■ „ ■ " 

federally funded program to provide fidelity bonding for ex-offenders in early 
1965.V Initial inquiries into tjie need for such a program were made by the OPER 
Division: of^Manpower Program Planning (DMPP) ; the results were considered 
sufficient to justify moving ahead with an experimental and demonstration CE§Dy 
project, "v^ . -v.. ■ ■ . ■ ■ : : . • * 

Although the Department already had broad enough authority to proceed 

-«'■ ^ • ■ . • • 

with such a project, the Secretary of Labor made a point of directing Congressional 
attention to the bonding problem and sought a specific legislative authorizatiorf 
to give it prominence. -Accordingly, the T^epartmental draft of the 1965 
amendments to the Manpower Development and Training Act (MDTA) of 1962, included 
a section which directed a 'Trainee Bonding Demonst^ration Project" te be 
conducted. This iiraft was submitted in February, 1965, and was received 
favorably by both the House and Senate committees % ^ - 

The draft amendments were ena^ed into law in April, 1965.* Section 105 
of the new legislation, entitled 'Trainee Placement Ass is tan:q;e Demonstration 



Projects", directed the Secretary of Labor to * 

develop and carry out experimental and demonstration projects 
1 to assist in the placement of persons. ..who after appropriate counsel- 
ing have been found by the Secretary to be qualified and suitable for 
the employment in question, but to whom employment is or may be 
denied /or reasons other than ability to perform, including difficulty 
in securing bonds for indemnifying their employers against loss from 
the infidelity^ dishonesty, or default of such.persons.* 

2.2 The Design Phase „ • 

With the- pltage o^^^^^^^ 1965 amendments, the responsibility for designing 
a bonding program to' implement Section 105 was assigned to the OPER Division 
of Manpower Program Planning. A DMPP staff paper issued in September, 1965 
made the following basic recommeridatiHin: -Vthat the. Manpow.?r Administration " ' 
enter into a contract with a bonding cpn?)any which operates nationwide- to provide^ 
tmiforra coverage to all the individual-S who are^tb receive pi acement assistance 
under the program." Other recommendations iplcluded the following: 

• The master bond would cover those "individuals selected by the State 
Employment Security' Xgency, pursuant to, Manpower Administration policies 

* and instructions -without . .'.|creening o'f indivi-duals or employers by 
the bonding agency^ " 

' ■ • Administration, o^ Section 'lOS (should) be delegated to OPER- (and 
■that OPER should)... "design the overall pilot bonding program and 

• - . develop and ilsile, in -consultation' with appropriate bureaus, instruc- 

tions for participating in the activity. 

• . State employment security local offices wftich have suitable unemployed 
' applicants... (should), submit jthrough. regular administrative channels 

requests for an aaiocatixjn of .an appropriate number of bpndee slots. ■ 
E5D contractors or other agencies (should), refiuest^allocatoon of bondee 
, slots directly from OPER. ^ . ^ ' " <^ ' 

1 Followingjthe' acceihtance of this 'basic program desi'pi, the DMPP staff 

" collaborated with the United States Employment Service (U§ES) ^and Office of the 

Assistant Secretary of Labor for Administration ' (OASA) staff, in. the development 

of -SpJcific'program gui4elin°es and , the procurement instrumept resp^tively . 



*The f ul 1 t e^ct of. Sect ion 105 is MiJtained in Apperfdix A* 
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These docments---Ma3ipower Ad^^ Order (MAO) 2-66, specifying the 

guidelines, vand Invitation for Bids (IFB) 66-17^, specifying the contractual 

■ ■ ■ •, . ' ■ ■ . . . ■ •. ■ _ . ,■ ■ • •• 

terms-- wer<B issjied in February, 1966, 

* A single response to the procurement vas . received in M^rch. This bid ^ 

involved- an offer by the United Bond^jjj^ Insurance Company of Indiana (arid its " 

agent, the Washington-ba,sed'MqLaughlin Conq?aTly) to supply units of bonding 

coverage of $500 per month at a rate of $S per unit.-* 

The single bid by United Bonding was considered excessiT^e, and so the IFB 

wa.s transformed into a negotiated procurement. Negotiations between the - 

Department and United Bonding resulted in a lowering of the propp%ed premium 

^o $ir75, and a contract between the two was signed shortly tj^ierfeaftet, 

*2,3 The;^Jmplementation Phase ^ " - ^ - V - 

" 2.3.1 Bonding as an Project . 

Following the signing iSf the- contract with United Bonding, OPER and USES 

■ * « ■ • • 

staff coHaborated in the selection of initial sites for the program, development 

of ^ program reporting system, and training of local service deliverers ('^Sponsors") 

in their*. program responsibilities. 

By June, 1966, the- program^ was operational in ES offices in 

r ' '* , 

New York City, Chicago, Los Angeles, and Washingtpn, D.C.,. and in six E^D projects— 
four in these cities and two in correctional tinsti1:utions .*? * * 

*A bonding unit was defined as^$500 of coverage for^a period of one month. 
In other words, $1000. coverage for one year would have been the equivalent of 
24 units of coverage.. As is discussed in Section 4, calculation- of bonding^ premiums 
on the basis of units used provided the Department with considerable flexibility 
in administering" the program. 

**The six projects were^the Mobilization for Youth project in New York City, 
the Job Opportunities through Better Skills -(JOBS) project in Chicago, the 
Economic Youth Cypportunities Agffency- in Los Angeles, the United Planning Organization 
in Washington,^ Project Challenge at Lorton^ Virginia, and the Draper Correctional 
Center at Elmore, Alabama, 



• • Requests from other cities for participation in the program wer,e received 
by OPER staff within months of its initial implementation. Bonding was 
made available in Kansas City in October, 1&66, and in San Francisco in November 
of that year^ but not in other cities which had also expressed^ interest . 

In February, 1967, decisions were made to expand the. program to the desig-^ 
nated target cities of the President's eoramittee on Manpower (PCOM)^-the future 

CEP I sites--and to cover all-ES offices in the states .of New Yorki|, Illinois, 

. / - . ■ - . < . ^ 

California and Missouri: 'V ^ 

• * 

In addition, a commitment was -made to expand the program by providing bonding 
' . . . - < ' • ■ - ' 

to participants in the so-called "Section 251" inmate training projects which were 

being planned and implemented in 1967 and 1968.* This e:q)ansion, which took place 

in September, 1969, and the addition of a few other cities which had been included 

\ * ' . ' ' . * * * 

prior to that date, led to a set of Trainee Placement Assistance Demonstration 

' • . ** . . . / * / * 

Projects which covered all parts' of the country/ By the close of 1^69, there ^ 

were' bonding projects in 51 cities in 29 states, 6 of whicK werp statewide, and 
in the District of Columbia. 

During the five-year period in which" the bonding program was an E5D project,^ 

a number of significant modifications in program Resign occurred.. In 1969, 

■ ' ■ , ■ - *• 

for example, . the United Bonding Insurance Company agreed to a 60% reduction in ' 
the^onding premiums, from $1.75 per bonding unit to 70 cents per unit. In 1970,- 
United agreed to an OPEk request to accept responsibility for covering bonding 



*The 1966 amendments to the Manpower Development and Training Act included 
a Section 251 which authorized the Secretaiy of Labor to "develop and carry out 
experimental and demonstration programs of training and Education for persons- in 

, correctional institutions who are in need thereof to obtain employment upon, 
release." The ensuing 'inmate training projects were therefore known as. Section 
251 projects. ForVa fuller history and eval-uation of these projetcts see An - 

■ Evaluat'jon of MDTA [Training Correctional Institutions, Abt Associates, 1971. 
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program participants after eighteen months in the program if the employers of 
these bpndees could make no alternative arrangements and if they were specifically 
asked ^o do so by the bonding Sponsor. - 

In addition, the Department received a number of 'reports from individual 
bonding projects and the McLaughlin Company which gave important indications of ^ 
bonding program usefulness. A report covering several months in one State- 
indicated that for each person bonded under the program, there were' eight 
others Vhom the State Employment Service had placed without having tq write 

a bond, merely betause the prospective employer was told that the joti applicant 

' ' \- . ■ ■ ' ■ ■ . ■ - . , 

could be bonded if the employer really thought it necessary. A number of Sponsors 
reported instances in which bonding underwriters agreed to some modifications of 
previously rijid exclusionary policies. . 

Depiartment of Labor administrators found it to be particularly significant 
that the'ni^er of bondees for whom claims were paid, as a percentage of the 
total number W^bond<jes —the Vde/ault rate", was npver above two percent. This - 
was a positive feature considering the fact, that the program was serving 
the presumably "high^^tfisk" Rejects from standard fidelity insurance coverage. 

■ ' T ' ^ 

2.3.2 Bonding asyt^a National Program 

It wa? the intent-icin of the bonding program designers to develop an ^ 
experimental and dewonstration program which would test the feasibility 
of one approach to providing j^delity bonding to individuals who could .not 

narily get such coverage, due to exclusionary insurance policies, 
eneral, BSD proj ects, were considered to be of limited duration; either 

' • ^ ' " * ' • ■ . ' - . « ■ . ■ y ■ ' s 

they woiild prove their usefulness and become incorporated in ongoing manpower 
pr^ogramming or they would be terminated to make way for .-additional Ef|D efforts. 
With the passage of time, a conviction grew within the Department of Labor 
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that the bonding program was indeed demonstrating that some employers would^ 
hire persons with a police or criminal record when they found out that the 
DepartBtertt of Lafior would provide the bonding coverage, and that this 
coverage eould be provided without excessive cost or administrative burden. 
As a result of these and related considerations, the decision to **go 
national" with the program was made in the summer of 1970. The decision 
Was announced in United States Training and En^loyment Service Program 
Letter (TESPL) 2624, dated January, 19Z^^ 

As described in TESPL 2624, the transition to a national program had 
little impact on the way the program was carried out. Although the National 
Office administrative responsibility was transferred from OPBR to the' USES 
'Division of Placement, the responsibilities of State and Local Employment 
Service Officers remained virtually identical to those of jurisdictions 
with Statewide sponsorship in the past. 

In^View of the fact that bonding was no longer an E S D project, the 
term Trainee Placement Assistance Demonstration Projects was abandoned. 
Instead, the program became known as the Federal Bonding Program. 

In' 1971, the United ^Bonding Insurance Company lost its certification 

to do business with the Federal Government, and its contractual obligations 

weire assumed by the Indiana Bonding and Surety Company. No modification^ 

in program structure or operations resulted from this^ change. 

In 1972', the Department decided to assess the acceptance of the bonding 
- o. . . • . :> 

'prog3?kiji by the insurance industry, and again opened the program to competi- 

tive bidding through a second procurement. RFP L/A 72-73 was issued in 

April, 1972. ■ . . 

Onqe again, there was only a single bi'dder. The bidder in this case 
was "the Summit Insurance Company of. New York, with the 'McLaughlin Company 
serving as their. agent. The n?w contract was executed on June 30, 1*972. 



It was virtuafly identical to the first one, except for the inclusion of a , 
more specific work statement, increased reporting requirements, and an 
y increase in the premiuiii from 70^ to 85 1 per bonding unit. The increase was 

^ based^on some statistics presented in the reply to the RFP which showed an 
increase in paid wa^es for 1971. ' \ ^ 

Bonding assistance is recognized as a type of manpower service which 

■ ■ - Q 

' . ■ • . ' V ' ■ ■ - . ' ■ 

Prime Sponsors are authorized to provide under the Comprehensive Employ- 
^ ment and Training Act of 1973 (CETA); however, the design and administration 
of the program have remained unchanged by this legislation since bonding 
coverage for ex-offenders has been seen as unobtainable at the Prime Sponsor 
level* Departmental staff are still considering the implications of the 
shift from categorical programming to manpower revenue shading for. the future 
administration of the bonding program. 
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Exhibit 2-1 
Historical Overview; V 
Evolution 6£ the Bonding Program . 



Bondini? Historical Events 

X962 


Other De^artm^nt of Labor 
^.Passage of MDTA 


1963-64 - , ^^^^ 


-r.^ ' . . 

Implenjentation of. MDTA pro- 
jects J feedback on placements. 
Initial inmate training projects. 


1965 Initial consideration of 
bonding initiatives by 
departmental officials • ^ 
Passage of Section 105 of . 

QPER Planning Paper on 
bonding. . V 


Secretary's Task For^^Report 
calls for reorientation of ES. 
OPER Staff Paper recommends major 
expansion of inmate training. 
HRD poncept introduced in 
speech by Secretary. 


1966 - Initial procurement; one 

response, by United Bonding 
Insurance Company. 
Initial inqplementation of »t 
bonding in 4 ES offices and 
six ESP projects. 
Expansion to two more 
cities. " 


Beginning] of effort to imple- 
ment riRD^oncept in ES offices. 
Passage or 1966 amendments to 
MBTA^ including Section 251 
authorization of E8D inmate ' 
training* 


1967 Expansion .to CEP I cities. 
Expansion to statewide 
^ operation in four States. 


Implementation of CEP in 
20 urban and two rural 
sites begins. 


1968 Limited expansion of pro- 
gram continues. 
Completion of paper provi- 
ding an analysis of first 
year's experience with 
tjie. program. 


Implementation of Section 251 
Inmate Training Projects 
begins* 



erJc V 1* zz 



Exhibit 2 --l (contO 



Bonding Historical Events Other Department of Labor 

- * ^ Manpower Activities 



1969 Lowering of premiums from 

'$1X(5 to 70^ per bonding unit, 
, Expansion to all "251" Inmate 
training projects. 
Consideration of expansion to 
CEP 11 and NAB-hJOBS cities. 


Presidential submission of man- 
power reform legislation as part 
of "New American Revolution." 
Evaluation reports* on HRD show 
limited progress in ES reorien- 
tation. 

Expansion of CEP's to 76 sites. 
Imnlementation of NAB- JOBS 
projects begin. 


1970 ES commitment of $100,000 of 

MDTA Title 11 funds ttf Bonding. 
Decision to exgand program 
• nationwide status* 


Confifressional oassace and Pres*- 
idential veto of En^loyment 
and Manpower Act of 1970, inclu- 
ding provisions for bonding. 
(Bonding was nbt a factor in the 
veto.) \ 
... ■ . \ '. " 


1971 Bondinff becomes a national 
program. 




1972 Second bonding procurement; 

onft nronosal submitted ^ bv 
Summit Insurance Cbmpany of 
- New York. 




1973 


Enactment of Comprehensive 

Employment and Training Act # 

of 1973 (CETA). 

^ 7^- — " 


1974 'Contract for Systematic 

Analysis of Bonding Program 
\ awarded to Contract Research 
Corporation . 

■ <• • 


/ 


1975 Bonding contract with McLaugh- 
lin/Summit scheduled to expire 
at close of Fiscal Year 1975. * 

■i 


*• - • . 
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Contract has been extended through Fiscal Year 1976 with a fourth insurance underwriter. 




3.0 PROGRAM ORIGINS Al^D LEGISLATIVE AUTHORITY . 

' The origins and subsequent evolution o£ the federal bonding program 
were profoundly affected by a major reorientation of domestic' social policy 
which occurred in the middle 1960s. During this tijne, the Johnson Administra- 
tion declared war on poverty and the Congress enacted a wide variety. - 
of programs designed to help the poor to help themselves • 

Within the Department of Labor, these changes were reflected in a suc- 
ceissful effort to reorient the Manpower Development and Training Act^CMDIA) 
'and a less successful effort to reorient the public Employment Servi?5ke. • 
Both Changes were designed to increase the responsiveness of Department of 
Labor funded activity to the special en^loyability problems faced by the 
economically disadvantaged. One of the important aspectafof this reorienta- 
tion towards the disadvantaged was the initiation of experimental efforts 

B 4 

to develop and test sei^ice delivery models appropriate for one of the most 

di!sadvantaged segments of the population--those with criminal records, ^ 

Thes'e increased Departmental'pJt^yrities towards serving the disadvantaged ; 

and those with police and criminal records were particularly critical for 

the three events which took place in llos involYing the origins and legislative 

^history of the bonding program. ^ These were: 

' • TheJJepartmeiit of Labor decision to adopt an E5D initiative in 
the area of fidelity bonding. 

• The Department of Labor decision to seek explicit authorization 
for the bonding initiative through the 1965 amendments to the 
MDTA. 

' The acceptance 'by th^ Congress of - the bonding initiatives with 
relatively little discussion or controversy. 

The circumstances surrounding each of these three events are discussed 

below. . ' * 
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.3,1 The Departmental Adoption of a Bonding Initiative ^ ^ • . 

The specific impetus for the^ adoption of the bonding initiatives came 

.from a series of reports received by, the United States Employment Service 
(USES) and^the Office of Pblicy Evaluation and Research (OPER) concerning 
difficulties in placing MDTA trainees and other job applicants who had police 
and criminal records. ^ But the fact that these reports resulted in a pro- 
posed E^D prdject is largely due to their timing. The reports were received 
and considered during a period in which the Department was devoting increased 
attention to the disadvantaged and to the problems of offender rehabilita- 
tion. 

5.1.1 The Department and the Disadvantaged 

. The origins of the bonding program can be traced back to the passage 

of the Manpower Development and Training Act in 1962 and the subsequent 

modifications of that Act to serve the disadvantaged. The original focus 

of the Act was upon providing retraining for technologically displaced workers 

with fong labor force attachment such as textile workers in New England. 

But^ it 'rapidly became apparent that it was not only skilled workers who 

were being left behind; but the unskilled, uneducated, and inexperienced job 

applicants as well. In the words of Stanley Ruttenberg: . 

When, as Economic Advisor to the Secretary of Labor, I 
first became involved in manpower programs in 1963, it 
was already' evident that we were working^ on the wrong 
woodpile^** 

The problem was at the bottom of the labor barrel, not 
at the top. . . 

MDTA did not give* us what we needed to cope with the 
really serious employment problems facing the nation, 
namely youth unemployment and the exclusion of the 
disadvantaged from effective competition in the labor 
market...* 



*Ruttenberg, Stanley, Manpower Challenges of the 1970S | Johns|Hopkins 
Press, pp» 12-13. • • 
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; In response to this growing recognition, new legislation was introduced 
into the Congress which changed the focus o£ M6TA and which created new man- ' 
power programs directed to serving the disadvantaged. Some of these were 
assigned to the Department o£ Labor; responsibility for others was given to the 
Office of Economic Opportunity and the Department of Health, Education^ and 
Welfare, By 1964 and 1965, the need for effective progrip4ii^g 
disadvantaged had become clear. ' It was not yet clear at this time which < 
federal agency would be given the primary assignment and hence th^ funding 
to play the lead role in the overall effort* 

From the Department of Labor point of view, there was a wide variety of 
services which^ could be proi^ided to the disadvantaged in order to help them 
improve their economic condition through better jobs. Bonding was just one 
of them. Within this context, the bonding initiative appeared to have unique 
promise in that it included a clear employment payoff, and thus might provide 
a concrete exaB5)le of the kind of service which the Department was committed 
to provide to the disadvantaged job-seeker. ^ 
The Department and. Offender Rehabilitation 
The initiation Qf the federal bonding program -^ok place in the midst of 
what Dr. Roberta Rovner-Pieczenik has described as "a quiet revolution*' in man- 
power policy, the introduction of experimental, demonstration and research 
projects which were aimed at tapping offenders and ex-offenders as an unused 
manpower resource, c ^ ' * 

Under the- 1963 ^Manpower Administration Order (MAO) 14,-63, prisoners were 
not considered to be eligible for MDTA'manpow^ servicers: 

Since a person confined in a penal institution is neither able 

to work nor available for full-time employment, he should properly 

be disqualified as a potej^tial trainee.* \ 



* Inmate Training Programs : Review and Analysis of its^ Legislation and Administration, 
Abt Associates, 1969. ^ ^ 
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/[ However this restriction was later loosened an4 re-interpreted. .By the time 
tl^e first bonding initiattives were tftkeri, the Department had already funded three 
major inmate training research projects: the Riker's island Restoration of Youth 
through Trailing (RYT) projiect. Project MORE (later known ^as Project Challenge) at 
the Lortori Youth Center in Vitginia, and the Draper Project at Elmore, Alabama,* 

Support for offender rehabilitation programs within tl^R Department continued 
to grow as the. initial projects appeared t6 show that the inmate training approach .' 
was Viable. This support was formalized in a December, 1965' OPER staff planning 
paper entitled "A Proposal to Provide Training and Guidance tinder MDTA to Prison ^ 
Inmates."** - ^ I '-^^^v V. 

* Among other things, this paper called for: 



'V^-'ii^-^ ...... * 



• Departmental preparation jof legislative proposals to atttjl®^^^ , . ' 
a comprehensive federal vocational training and guidan<^^ p^Jtt^ 
for prison inmates. .^'^ v^Ssil^'^^^ 



• Planning for an E§D pilot program to provide inmate traininj^C 
services to approximately 10,000 inmates in 65 or more projects. 

• Inclusion of special job /level opment and jilacement activities 
dn these E5D projects,. , /' . , 

The intra-Departmental focu$ for these activities was the Office of Policy* 
Evaluation and Research in which the bonding proposals were being drafted. ^ While 
the bonding initiatives could have been wholly justified on their own, they were 
undoubtedly strengthened by their parallelism with other OPER offender manpower re- 
search and demonst'ration projects, especially in terms of OPER's emphasis on "special 
job development and placement activities." 



/ *A Review of Manpower RSD in the Correctional, Field (1963-1973), Manpower Research 
Monograph No. 28, 1973. 

**This planning paper was issued just three months after the bonding program planning 
paper. Its issuance also coincided with the 1965 Employment Service Task Force 
Report discussed in Section 4 below and the first* public discussion of the HRD 
concept . ' 
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'■3.1.3 The: initial Impetus ' ' -j ■, 

■ It, Is difficult toM^^^^ the Department official (s 3 viho f^ , 

put.,^bonding, on :the E^p- agenda. But although the name^ of th^ officials var^ 
;|rom one person's "account to^ a^^^^^ the basiQ. story remains tlie same. 

THe sp^difi^ in^je^us foK t^^^^^ of" a bonding program resulted frpiiv 

a growin£^aren^S the Office 

of Ppliiry Evalu^tidn^^^^.a^^ 
lac^ent-of-km traitiee^ar^ had c rimi nal records. 

• Tljis awareness was strengthened fey the following kinds of data (each of 
which was advanced by one or more sources as the * impetus for the program) : 

• Indications in reports from MDTA institutional training projects \ ^ 
that it was difficult to place trainees in cert^iin jobs because 
certain emplbyers required fidelity bonding for these positions and 
ex-offenders wjere not considered eligible for such coverage. 

. # Conversations between US^^^^^ and 

local staff relating .to the difficulty of placing ex-offenders due 
to the impossibility of securing fidelity bonding coverage for them. 

• / A report of the Riker's Island inmate training project which' 

indicated that large numbers of offenders had been trained as compu- 
ter operators only to discover that they were jjot eligible for jobs 
in financial institutions —a major employer of computer operators— 
because these institutions required their employees to be bonded ^ y 
and ex-offenders could not be bonded. 

* ' . " • * 

• The results of a survey taken in the Cardozo area of 'Washington, 
- I>vt:. >rhixh showed that of -SilOO disadvantaged job applicants in 

that. area, 85% of the males and 10% of the females had polipe 
records. ' One conclusion of the Cardozo study was that it might 
be useful to establish a program to grant bonds to. people with 
police records so that the problem of exclusionary insurance 
: - company practices would be, eliminated as a barrier to employment. 

Given the increasing priority for serving the disadvantaged and the exr- 

offender', these data were giveri considerable attention by OPER staff at the 

division chief level. In early 1965, a decision was macie to conduct a short 

study to "look into what can be done about bonding." 
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f . This assignment was given to the OPER Divi3ion o£ Manpower Program -Planning 

data such as the Cardozo study. Altlidugh no additional data was collected con- 
cerning the'extent to which bonding wa^ a barrier to the employment; of large 
number of ex-offenders, a decision was reached to recommend initiation of an 
•BSD projeci^ t the extent to which bonding requirements 

were a major barrier to the employment of ex-offenders ^nd to (b) test ^the 
feasibility of at least one method of overcoming this barrier, . 



The initial DMPP staff study recoiranended inclusion of the proposed E§D bonding 
project in a legislative package then being prepared for submission to the Congress ^ 
The reasonis for this recommendation and discussion' of its adoption by the Depart- 
ment are contained in Section 3.2 below, 

3.2 The Department of Labor Decision to Seek Explicit Authorization for Bonding 
in the 1965 MDTA Amendments 

There was no obvious need at this point for drafting an explicit authorization 

V • ■ • . . . ^ • - ■ 

for bonding activities as part of proposed legislation. The Department of Labor had 

already conducted numerous experimental and demonstration (E^D) activities without 

specific legislative direction. Moreover, the proposed amendments to the MDTA 

being developed in early 1965 included a specific authorization for E§D activities 

which was broad enough to have included the proposed bonding project. As enacted,. 

Section 102 (6) of the MDTA provided the Secretary of Labor with authority to: 

Establish a program of experimental, developmental, demonstration, 
and pilot projects, . , for. the purpose of improving techniques and 
demonstrating the effectiveness of specialized methods in meeting 
the manpower, employment, and training problems of worker groups 
such as the long-term unemployed, disadvant?iged youth, displaced 
^ older workers, the 'handicapped, members of minority gi^oups, and 

other similar groups, * 

Nevertheless, the decision was made to draft a proposed new Section 104 of 

the Manpower Development and Training Act which explicitly authorized experimental 

* The full text Of Section 102 is included in Appendix A'to this paper. 



and demonstration bonding activities. According to the Departmental officials 



with responsibility for legislative development at this time, there were three 

' . ■ ' .■ ' ■■■■ ■ ■ • ■ ■ . 

reasons for seeking an overall direction and an explicit authorization for bonding 

(and for additional projects in the field of labor mobility): - 

V • A separate authdrizat ion would dramatize the commitment of the 'Depart- 
ment -to such activities at a time when Departmental priorities were 
shifting* . . 

• A separate authorization would provide an opportunity 'for explicit , 
Congressional .endd»rsement of these, new priorities, 

^ ^ # A sJ'eparate authorization would provide the project with an independent . 
" funding bias e; in other words, the authorization for funds fot these 
projects in the legislation would free the projects from having to 
compete with other- Departmental ESD activities for limited resources. >^ 

The proposed Section 104 authorizing an experimental and demonstration 
bonding project was presented to the relevant Qommittees of the House of Repre- 
sentatives and the Senate by Secretary of tiborWillardWirtz on, February 4 
and February 9, 1965, in his testimony on the overall legislative package. The 
language of the proposed section was acciepted virtually without change by the 
, Congress • 

3»3 Legislative Approval of the Bonding Initiatives 

The Congressional reaction to the proposed bonding initiatives was highly 
positive. Specific comment relative to bonding occurred only rarely in testimony 
before the House and Senate Committees; reference to bonding in either the- committee 
reports or Congressional debate was similarly limit e4/ The proposed Section 104 was 
adopted with only two minor changes in the draft language prepared by the Department. 
The Section wars re-numbered from "104" to "105" and the title changed from "TRAINEE. 
BONDING DEMONSTRATION PROJECTS'* to 'TRAINEE PLACEMENT ASSISTANCE DEMONSTRATION 
PROJECTS". (Despite this apparent broadening of intent, there was never any signi- 
ficant activity fUnded under this authorization other than the federal bonding program.) 
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The relatively (S^asy acceptance of the bondinjg initia tives by the Congress 

can be explained on at least three grounds^: 

• The overall popularity the MDTA program with the Congress. 

■ . The relatively minor role which the proposed bonding activities 
' played in the overall legislative packiage* 

" • The explicit limitatipn of the authorized activities to a two«year 
demonstration program* * 

' - ■■■ " .■ ■ ■ 

' Each of these is discussed below. ' , ' ' 



Congressional reaCction to the proposed bonding program and all other accom- 
panying aspects of the proposed 1965 amendments to the Manpower Development a:nd 
Training Act was positive ^because of the popularity of MDTA with Congressmen at all 
points in the political spectrum. Garth Mangum has described the Senate and Hou,se 
hearings on the 1965 VDTk amendments as a "love-in/' noting that "there were no 
basic criticisms of the program from either witnesses or minority members."* In 
response to these feelings, the majority of the amendments -^to the MDTA in the mid- 
1960*s were passed by voice vote, but when roll calls occurred, the amendments 
usually passed with votes such as 392-0 and 361-0.** 

The Aylk of the Congressional attention to the proposed' 1965 amendments; was 
'directed to aspects other than the proposed bonding'^projects. As indicated above, 
the primary thrust of the mid^l960's amendments^to the MDTA involved reorientation 
of the basic training' activities which expended the^ bufk of ^f)TA funding )fO increase 
their responsiveness to the needs of the disadvantaged. Much of the attention paid 
to the 1965 amendments. was focused upon such aspects as easing the limitations on 
youth participation in training activities and doubling the permissible length of 
training projects from one year to two. 



* M)TA ; Foundation of Manpower Policy , p. 26\ 

** Evaluation of the Comprehensive Model for Local Service Reorganization (COMO) of 
the U.S. Training and Employment Service, Joanna tCennedy, Hal Shear, Lawrence 
Bailis, et al. Vol. II, p« 526. 
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- The^ attthorizat ion of 4einonst^ati<)n-prG3^t s^^ f^^^^ was 
thus a relatively minor, relatively uncontroversial, relatively inexpensive aspect 
of a major redirection in manpower legislation. Despite tSe focus upon bonding in 
tHis paper, it should be remember^ that the' bonding program never held center stage 
"in, Departmental manpower pi smning activities or in Congressional consideration of 

...... . ■ ' , ■ . , 

these activities. • ^ 

The few direct references to bonding in Congressional testimony and debate 
generally focused upon the experimental nature of the proposed activity/ The fol- 
lowing excerpt from the Report of the Senate Committee on Labor and Public Welfare 
on the 1965 amendments is typical; 

The Committee recognizes the need for placement and bonding 
• assistance to rehabilitated trainees with criminal records. 

However, the authorization for trainee bonding rand other place- * 
ment assistance is understood by the committee to be strictly , 
experimental because such projects have not been tried heretofore, « 
The funds for such projects are limited to $500,000 over the 
next two fiscal yi^ars.* , 

The additional minority views'-of one Senator, which were Attached to' this « 
report, generally echoed the majority statement but expressed a fefeling that the 
bonding initiative— along with the others contained in this Act— -needed to be 
evaluated after the two year trial period. The Senator was particularly concerned 
with the effectiveness of the bonding projects. 

The discretion given the Secretary of Labor in the conduct of the bonding 

experiments was rather broad; the Congress was aware of this breadth and fully 

endorsed it, so long sis it was understood that it was an experiment: 

The bill directs the Secretary to 'carry out, during a period ending 
June 30, 1967, special experimental and demonstration projects to 
assist, particularly, the placement of MDTA trainees, with police 
records. Limits of $200,000 for fiscal 1966 and $300,000 for fiscal 



Senate Report- No. 123, 89t*i Congress, 1st Session, Manpower Act of 1965, March 
12, 1965, p:7. — TIOTally identical language was used by the;^ chairman of that 
committee in explaining the bill to the Senate four days later. See,) for 
example, his description of bonding in the Congressional Recritd , 'Senate ¥or 
March 16, 1965, E.,|064. , ;^ . - , \ > ' 



19d7\are set"on t^reHfunds that may l)e appropriated for these project su 

The language o£ this provilsion of the bill is broad enough to^ allow ;^ 
the Secretary both to select other persons than MDTA trainee^^ for partl- 
cijfation in these projects and to carry out projects to assist in the 
placemeni of persons who are having difficulty in employment for reasons 
other than a record of past encounters with the law. However, it-is ex- ** 
pected that the greater part of the funds appropriated^ for these special 
projects Will be expected td help meet the costs of securinft bonds/ for ; 
^persons with fpolice r'ecords who have successfully compleft^ HDTA training 
courses,^ but whom employers are unwilling to ^ir^e unless bonding can, be 
provided'.* * , ^* 



In short, the bonding initiatives were accepted' without much controversy be- 



cause they represented a relatively minor segment of a highly populai? legis- 



lative package. Any questions which might have been raised about the yisdom of the 
endeavor were satisfied by the explicit experimental nature of the* initiatives, anji 
the. strict limitations upon the.funding level and per?.od of ti*jq. for which the 
experiment would be authorized, ' ^ 

The cQinplete text of Se^^ 105 of the MDTA which initially authorized the 
bonding program is included -in Appendix A to this paper. . , ' 



House Report No. 170, S^th CongressjJ Igt session. Manpower Act of 1965, 
March 15, 1965, pp. 11-12. 
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4.0 THE DESIGN PHASE 



• The evolution of the bonding program was shaped by a number of key events 

which took place in the period between the enactment .of the 1965 amendments to * 

< '' *■ . ' ■ ' ■ . , ■ " ■■ 

the Manpoweai Development and Training Act which authorized the program, and the 
March ^1^66, signing o£ the contra?ct with the United Bondiiig Insurance Company 
whj|ch provided the vehicle for it§ implementation. These events included: 
; • Adoption of a basic program structure 

• The judgement that it was not appropriate or feasible 
to develop a "formal"* experittental design" 

• ^' Specification pf ^program eligib'ility criteria 

\ • The development of an adminstrative structure and system of 

service delivery agents involving USES and OPER on the ' 
national level, and ES. Local Oftices and E§D projects on the 
' local level 

^ 0 The development bf a procurement doctm resolution of / 

key issues with respect to > contents of the proposed contract 

m . The decision of 237 of 238 eligible insurance underwriteirs Hot 
to participate in the, bonding procuremd)fit; the decision of * the 
United Bonding Insurance Company to bid 

•\ The negotiation of a contract when the single, bid was ' 
judged to be unacceptable. 

This, section analytes each of these events. First, each everit is 
examined individually in order to discern the ' immediate factors which help to 
explain it*. Secondly, wherever possible, the3e factors are related to broader 
issues which underlie many of the more immediate factors. Examples of these 
broader issues include the policy environment in which the -program was designed 
and the nature o£ the relationship between the Department of Labor and the 
fidelity bonding industry. 
4.1 Adoption of Basic Program Structure 

The legislative authorization for the Trainee Placement '^Assistance 
Bemonstration Projects was broad, leaving the Department with substantial 
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discretion concerning the overall structure of the bonding program. Initial ^ 
. Msponsibilitjr^^ assigned to the OPER Division of 

Manpower Planning (DMPP) , > 

The results" of the ensuing investigation of the need for a fidelity bonding - 
program. and the appropriate structure for that; program were summarized in a 
DMPP staff paper, "Pilot Bonding Program to' Be Conducted Under Section 105 of 
the MDTA, as Amended J' The basic recommendations of that paper, were:/ 

• The Manpower Administs:ation (should) enter into a contract with 
a bon ding company which operates nationwide to provide uniform 
coverage to all individuals who are to receive placement assis- 

. tance under the progrzwpi. 

In view of the essentially experimental nature of this undertaking 
and the need for centralized balance emd control to assure the 
variety of experience needed # , . adminstration of Section 105 
. (should) be delegated to OPER . • .* 

Although they tended to reject the term ''project objectives,** the OPER^ 
planners did have a number of premises in mind when they were making the 
^ basic design decisions* particular, they hoped to design a project which 
would accomplish tHe following results: v 

• Provide some indication of the scope of the barrier to employment 
created by exclusionary practices of the fidelity bonding industry. 

• Provide. spme indication of the viability of at least one approach 
to overcoming this barrier. * It it were proven viable, the approach 
could then be implemented as (pa^t o£) an operational program. 



Provide enough data, concerning the defatilt records of program 
participants to permit comparisons with individuals covered by 
standard coranerciar bonding. If it were shown that program 
participants were as trustworthy as other employees, this infor- 
mation could then be. utilized in efforts to persuade fidelity 
bonding underwriters to abandon their exclusionary practices; 
it could also be used to persuade employers to modify restrictive 
hiring practices. If it were found that losses from program 
participants were higher than average, data could be developed 



**Pilot Bonding. Assistance Program to be Conducted under Section 105 of the 
MDTA, as Amended,** U;s. Department of Ubor, Manpower Administration, Office 
of Manpower, Automation, and Training, September 3, 1965. This entire 
paper is contained in Appendix A* 
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for establishing a higher premilun schedule for such bondees> 
for employers .to pay if they were willing, or for- the 
goveriunent to pay if necessatpy . * 

Given these expect ationis, the OPER planners could have adopted a number s . 

of basic program structures. Iti all, four options appear to have been con- 

* ■< ' "• ^ 

sidercd during this period: > 

■ ■ ■ ■ » ' • » ■ - 

• . ; A self-insurance program wherein the federal government would 

directly reimburse employers with valid claims* 

• .Provision "of subsidies to employers who had to pay higher 
premiums to cover bondees with criminal records, 

t -Ad hoc agreements entered into by local Sponsors with 
local agents and Brokers for major undeiVriters. 

• A roaster contract with a nationwide underwriter to cover 
all program participants. • 

The 0PJ5R planners concluded that the, last of these four options, the^ 
nationwide -aa^iter contract, would be best. This choice was made in large part 
beC'ause of assumptions by the planners relative to the practices and attitudes 
of the fidelity bonding' industry. Most of these presunqptions were accurate^ 
but' some of the program desigii decisions were made on the basis of an incomplete 
understanding of the industry* 

Thus, for example^ the program planiifea^ had originally favored the "subsidy 
to en5)loyers" approach. This approach was based upon the assumption that the 
premiums for fidelTty bondijig^ calculated upon the degree of risk involved 
for individual bondees, ^According to this reasoning, insurance underwriters 
would be willing to take on bondees with- arrest records if they were paid higher 
premiums, and employers would be willing to cover these individuals as long as 
the federal government subsidized the premiums so that the "high risk" bondee 
cost the employer no more than did'anyone else. , • 



This list of expectations has been derived from interviews with OPER and 
USES staff,- and fromr review of bonding program documents. 
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Initial contacts with insurance experts^ however^ soon convinced program 
planners^ that tliis" approach w problem was not additidnar'prey 

^ miums; it was that most insurance underwriters refused to cover those with 
police andvcriminal records in> t^iei^ standard "blankjst" bon$is through which 
all enqployees of a firm are generally insured. If an employer wanted to cover 
an ex-offender, he would, in general, have to negotiate a separate bond for 

^ this individual. Thus the employer would not face an incremental ^ premium pay- 

■t ment; instead, Jjie would havt? to pay the entire new premium. 

In short , .the standard insurance practice was not to cover a higher risk 

bondee with a higher premium; standard practice called for avoiding covering 

high risk individuals altogether. The "subsidy to employers'* approach was 

therefore rejected as irrelevant to the insurance industry practices. 

The alternative of providing bonding coverage througji ad hoc contracts with 

local underwriters or agents was rejected because of the presumption that * 

"insurance, companies wouldn^t .want to touch this kind df program** and that 

**there are special problems witfi trying to get spfecial bonds of a small percentage 

of your employees who are not covered in another bonding contract.** Given this 

presumed negative attitude towards the program on the part of most underwriters, 

it was concluded that it would be difficult to get industry participation at all. 

It would bfe even more difficult to get underv^iters to modify their policies for 

the relatively small volume of business that any single Sponsor could provide; 

the ratio of additional administrative costs to possible ^premium ificomo would, 

it was believed, make it highly unprofitable to do so. 

One high level planner recently commented upon the local Sponsor ad hoc 

approach: Gl ' 

Maybe things would have happened differently if we had set 
aside a pot of money to giye to locals so that they could 
buy bonding according to federally set standards. But that 
seemed like the most expensive way to proceed. If we hdd 
done it that way, however, it might have been more effective, 
in opening up the insurance industry^. 



It is» of course, impossible to know whether or not! this alternative would 
have been more likely to produce breakthroughs in the insurance industry- But 
on the whole, the rejection of *this approach appears to jiave been based upon a 
sound understanding of the practices of the fidelity borliing industry • 

With the rejection of these two alternatives, the choice ms between self-- 
insurance on the part of the Department and a nationw^e master contract with 
an underwriter to provide the required bonding serviA^. Tli^ self -insurance 
> alternative was rejected lyecaose^ of the £oll o i f fim HMLie£s~Bbm t th e insur ance- 
" industry on the ptrt pf the OPER planners : 

• The insurance industry, would bL*^??^-'^^^"^ government 
operation bonding program^"^ «- - 

• The' insuraiu^riSaSsSy would be unlikely to ^ 

defauL^^s from a government agency which might be operating 
the^^gram imder different procedures than those which are 
^ndard in the industry. 

Therefore; if the data collected in the bonding program were to be 
influential in leading ot)ier insurors to re-examine their exclusion- 
aiy practices, it was critical to involve a private insurer as 
program adJUinistrator. 

/According to one of our sources, tH^is. alternative was also rejected- because 
of /the strong negative altitude prevalent at this time throughout ■ 

t^e Johnsop Administration towards government activity Which would be in direct 

/ ■ ■ " ■ • ■ • V 

competition with private industry. 

/ Witlj the elimination of the. self -insurance alternative, the D.epartment 
/ was left with only one choice— the nationwide master contract. The details of 
this contract are discussed in the remainder of this section. 

It should be notbd that although the preemptions about the insurance indus- 
try which led to the rejection of self-insurance were plausible, their specific 
implications for the, proposed 'bonding program were not always understood 
by^the Departmental policy-makers. In the absence of more extensive contacts . 
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witK the leiadership of the fidelity bonding industry, the program designers , 
apparently failed to recognize the fact that some members if the industry were 
held in considerably higher regard than others/^ If the Department were con- 
cemed about encouraging other insurers to re-examine their practices, some 
underwriters would have been far iwore influential than otners. 

In retrospect, it seems possible that had any of thi largest fidelity 
bonding underwriters taken part in the demonstration program, the impact upon 
the remainder of the in dustry might h av e been greater, feut n_on_e of the three 
underwriters who participated in the program was regarded as a -leader in the » 
industry, and there is some question as to whether ^^e "fiajor insurers would 
hold any of these three in hi|[her regard than a governmJ|5nt agency engaged 
in self- insurance. 

Had there been better comjnunication with theT leadership of the fidelity 



bonding industry and had this 



fact been better understood, the remaining design 
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decisions discussed in this pa]>er might have been made somewhat differently. ' It 

is iiKpossible to know, of cour^, whether better communication with the induistry 

would have affected any of the program outcomes, 

4.2 Judgment that a Foarmal Research Design was Inapp ropriate and Infeagiblc^ 

Although the bonding program was initiated as a demonstration project, OPER/ 
. - ^ . , .. ■ ■ 

staff explicitly rejected the adoption of a formal experimental design. There^ 

were no efforts to delineate '-siipcess criteria" in advance of program implcmehta**- 

tion. Equally important, the concept of a control group was, refected as both 

premature and infeasible." ' , 

These decisions — which have had major implications in analyzing 

•^ha performance of the bonding project — were made for several reasons. 

Most important, the idea o,f a tight experimental design was seen by^ : ' 

most OPER staf^ members as contrary to the basic operating mode of 

early Departmental EfiD projects. Although some staff have indicated 

(in retrospect) that more, research might have been desirable, 

32 39 



the inajoipity have agreed that the idea behind ESU was (a) to test the operational 
feasibility of inndvative approaches to manpower problems in order (b): to gain 
the knowledge necessary to permit incorporation of the best of these approaches 
into Departmental operating a^cits, as appropriate. In the words of two OPER 
staff members: 



* E5D projects do not have goals to be measured. Our mission is to 
exp^lore problem s and see yhat happens, 
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. ... . . , 

. , As far as E§D is corillftjnied, the question^ of interest is" whether or not 
^ ■; it worked. ' . 

This "let's iii5)leraent a f?roj«ct and see what happens" aj^roach still requires 
the collection and analysis cfi^lita. But it does not provide a straightforward 
framework for the analysi^s of program data; nor does it provide any predetermined 
ranking of the importance to be attached to programmatic variables. 

The bcmding program administrators have generally appeared to consider the 
data on nu«bers of individuals bonded, and percentage of those bonded who have 
defaulted/ to be the most important indicators of program utility. In 
theabsenpe' of a more rigorous design from the outset,' there is no way to , 
provide Q|)jective assessment of the appropriateness "^of the emphasis of these 

indicators. ? , ' . . \ , ' 

. . As' described above, the Departmental E§D approach was concerned with 
determining the results of the bonding program, in order to assess its feasibil- 
ity. The ability of the Department to make more precise estimates of the 
utility of the proposed approach was severely Hampered by the judgment that 
it was both premature and infeasible to establish and track a control group. 

^During the design phase of the bonding program and during the early months 
of operational experience^ some Departmental planners felt that it would be . 
necessary to include a control group in th« bonding projects in order to better 
estimate <the impafct of the provision of bonds. Thus, for example, an analysis 
- '■ ' ■ L ' , ' " ■ ^ 
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o£ the FY 68 OPER program memorandum conducted in the summer of 1966 included 
the following comment: 

c "The pilot (bonding) program will provide operational information 

on the feasibility Qf bonding assistance and the effect on dncrea^siAg 
employability. We assume that the experinent will include adequate 
control groups to enable such measurements* to be made." * 

'fhIs"recom«endation yvas rejoctod/ however, bcjcause of the problems which • . 

would have been eocoimtered e>;tablishing.,a control group. In the judgment of top 

♦ 

OPER officials,- it w^s not practical ta set up a trujD control group using random 



assignments of 'ex-offendcra* to the bonding program/ ^Beyond this, the potential 
errors which would be introduced in a "matched cbmparisori group strategy" firdm 
such factors as geography, , rai^^tivation, And previous skill level, were expected 
to be far greater: than the effects of the rather modest experimental treatment. 
Furthermore, if the utility of the program were'to be assessed for groups with 
varying demographic characteristics, the sample si:'^*; would have had to be 
considerably larger than total anticipated participation in the program. In short% 
geographic disperson of the bonding projects, the "selection" methods being 
utilized, 'and the technical difficulties involved in setting up and tracing a 
wholly compar'able comparison group within the limited time frame for which the^ 
bonding projects^ were initially authorized, led to a decision not to pursue a 
control group strategy. According to OPER staff members, these considerations 
were "sufficient to eliminate the possibility of utilizing a control gro"P even 
without taking the cost of such an endeavor into account. 

This position is amplified by the comments of a key OPER decision-maker: 



*Departmental memorandum dated July 26, 1966. 
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1fe did not chooSe to have a control group, but this .was not from 
a lack of awareness of the usefulness of a control group. Instead, 
we rejected the idea because pf limitations in our administrative capa- 
bility and problems of practicality. * • 

At. the outset we had no clear understanding of the dynamics of 
bonding. You really can *t compare a program with something else until 
it j ells, and this takes several years , Jhus you really 'can ^t talk 
about a Control group early in the im;pleaentatioii of a program.,, 

- It was also iilJKcadJr to conceptualize the idea of controls When 
* tjie "treatment" was ^bonding, especially when it was important to 
observe the bonding treatment under a wide variety of different 
^^ettings... / * ' 

This sent imejit was echoed by a second key admin is tr at or : 

We were convinced that in any demonstration project where you have 
to create a program from scratch, during the first few years, all you 
can measure is administrative feasibility. • . 

^ ' • . •■' . ■ • • • ■ . ♦ ■ 

Finally, the idea of a control groujp was also rejected because it was not 

believed to be central to the basic purpose of the project, demonstrating the 
feasibility of providing fidelity bonding coveSTage for "high risk" populations. 

The classical design* for assessment of social program performance ie^ 
compare what happened to program participants with some measure of "whatNiOuld 
have happened to them in the absence of the program;**- *The initial design deci- 
sion to reject the establishment of a control jgroup because it was premature — 
and the non-institution of such a group, at a later time — have made it virtually 
impossible to ^provide such an assessment of. the bond in g pro gram . ' ' ' ' ■ 

It should be stressed that the rejection of a formal research design was riot 

). ■ . ■ * ' ■ . ■ 

unique to the bonding program. It was typical of most of the early Departmental E§D 



* Sefe f or example, the discussion of evaluation in Practical Program Evalu- 
ation for State md Local Government Officials , by Harry Hatrf et al, 
p. 39. . 



approaches^. Thus, for example, the discussion of research methodology in the 

Draper Project Final Report included a section entitled 'The .Lack of a Rigorous 

« - " ' ■'. •* ■ ' ■ ■ , . • ■ 

Experimental Design," This section included the following statements': 

The Draper E5D project was designed as an experimental project, 
which would break new ground in an exploratory fashion,,, \ \^ 

/ Since so little was known about the problems which would be encoun- 

tered, a rigorous experimental design using control groups was considered • / 
premature • In fact it was believed that a rigorous design would limit 
the flexibility needed for exploration,* ' 

4 .3 Program Eligibility • > ■•. ' ' 

Section 105 of the MDTA authorized the Department of Labor to explore 

means of overcoming the borifding ^barrier for 

persons seeking employment through a public employment office who have 
succesfully con^Jleted or participated in a federally assisted or finajiced, 
training^' counseling, work training, or work experience program. , ; 

There was therefore little doubt concerning genefral program eligibility, 

jwit two/'isisues remain decided. The f itst of thes^ was the relative 

proportion of MDTA trainee served; the .;^e0ond was the question of Whether 

the cliosen insurer would be able to screen put certain individuals with crimina 

records according to criteria approved in advancfe, . 

Altjiough there was no OPER policy statement on the first of these issues/ 

a clear presumption emerged that disadvantaged MDTA grjaduates would be the primary 

-users--o£ thb-bonding'^^ga^^ presumption reflected 'the on-going r^ori^nt^ 

the MDTA and the increasing Departmental commitment to provide services to the 

disadvantaged as was discussed in Section 3 of this paper. In addition, the 

presumption 'rjreflected the House of Representatives Education and Labor Committee 

expectation that the greater portion of the authorized funds would be expended . 

for "pejteons , with police ^records who have successfully completed MDTA training 



The Draper Proj ect ; Pinal Report , 1968, p,27* 
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courses,"* 

V The second issue jirose during the initial contacts by Departmental planners 
with fid^JLity^ bonding agents'>riFio expressed interest in the pro gram. At least 



one of these agents indicated that the expressed interest was contingent upon 
the possibility of 'deeding out" certain categories of applicants. 

This approach was completely rejected by Departmental planners on the 
grounds that it- was inconsistent with the underlying concept of ^h^ E^D project 

...... ; ". ■ ; - • . ^ ■" , ■ ' ■ ' ■ ■ 

i^e. to see what would happen if the-bonfling barrier were wholly eliminated, 

o As a result, the eligibility question was resolved so that the lan^tiage of 

■ ■ ^ . ■ ■ ■ - ' ' . • • • ■ ' • ■> " . "'^ ' ' ' ■ , ' . 

the procurement document, and hence the initial contract, read as follow^: 

Bond coverage hereunder shall be automatic and the Contractor may^ not" 
ve,to or otherwise fail to accept a Bohdee certified by a Sponsor for 
bonding coverage hereunder, notWithsrtandihg the Bondee^s past record, , 

This concept has continued to be in force in the bonding program to this time, 

with the single exception that the underwriter has always had the right to reject 

coverage-on an individual who has previously defajjilted while in the bonding 

program. . ■ 

4.4 ' Program Administration and Delivery Agents 

/ , The choijie of an agency within the Department of Labor to administer the 
bonding program at the National .Office level and of local organizations to serve 
as ''sponsOT^' (delivery agents) represented '^ design ^decisions which 

greatly ^affected the future evolution of the ^program. 

■ . ■ ' ■ ^ '' - ' * ^ .. 

As wd.s indicated in Section 4.1 above, the 1965 DMPP paper recommended ' ' 

* i . ■ ■ "* • ' 

that basic administrative responsibility for the'prograih the assigned to OP ER, 

■ ■ ^ ■ ^ ■ . . ■ : ' ' . t ■ ' ' ■ ■ 

and this was accepted, 

* The paper also discussed roles fdr two kinds of iQcal level delivery agents. 



* House Report No. 170 , 89th Congress, 1st 'Session, Manpower Act of 196S, , 
March 15, 1965, ppaX-12. - , ' / 



each of whom would be allocatea a specified number, of bonding ^slotsy" * "E^D 
cqntraotors and other agencies'* were to request allocation of slots directly 

■ . ' ■ ■■ ■ ■ . : ■■ '• ■ ■■■ \ ' ■ ■ 

from OPER^ ''State employment security local offices which have suitable unent- 
ployed applicants" were to submit requests for allocation of slots "through 
regular adirfinistrative channels," - 

There were some^ differences' of opinion within the Department concerning ' 
those aspects of the DMPP paper which discus seel the degree^ of involvement of 
the Employment Service in the program. On "the one hand/ there was a developing 

'con3ensus within OPER that, should bonding prove" a viable program, it would even- 
tuaj.ly becomjB one of the placement tools. which are utilized by the more than 
2400 local offices of the Federal-State Employment Service, For this reason, 
it was considered to be beneficial from' an experimental point .of view to learn 
about the operational problems of administering such a program through ES 
Local Offices, It was also considered useful on these grounds to involve the 

-U^ES at the National Office level as the "regular administrative channel" 
thisough which requests for slots and other communications flowed. 

On the other hand, the difficulties faced by the Employment Service 
in serving disadvantaged job seekers were receiving increased attention in 
the pepartment at this timq. The desi'gn period for the bonding program, 
coincided with the time .in which the Secr etar y's Emp lo yment Servic e Task 
Forc^ was developing and presenting recommendations calling for a major- 

reorientation of the Employment' Service, away from the role of a labor 

■ . , ii * • - ■ 

exchange and towards that of a "comprehensive manpower services center." 

In December, 1965, the Task Force recommended that: 

Special efforts should be extended by the Employment Service to 
reach out to persons in need of specialized manpower services to 
'improve their employability. 

No arbitrary limits (should be placed upon) clientele served. The 

; 



^loym^nt service must be able to setve jail classes d£ ctaentele ,^ ^ 
(and liot only the job-ready).* . \- ■ . * , ,V \ 

The Human Resources Development (HRD), concept was ipttroducfed in Dec ember; ^ « 
1965, in a spWh p'l the Secretary, as the mechanism.by whic^ -the reQommfended -^^ 
\re-orientatidn bf the Employment Service woyld take place. TKfe-' basic focus of 
HRD was to be an effort to "improve the employability of drs^dvantaged peVsons^ ? ^ 
regardless of age or ,t)ther special characteristics." " " • " " • 

' Many of the >5le«ents of fhe HRD concept i^plated directly "to the ^acti^^^ ' 
of the Trainee Placement Assistance 'Demonstijat ion Projects which wei;e beiijg ' , 
designed at this time. These elem.ents i^ic-luded improyed outreach to the 'ai'sadvan-- 
taged and provtsion of better job opportunities for' "the disadvantaged,. ' , , ..• 

The torly" implement at ion activities- of the bonding program coincided with 
th? implementation of HRI3. Thus, in Augist, 1966,;a USES program letter?was , ^ 
issued with instructions to the States to strengthen their ES programs . . , 
designed to increase the employability of the disadvantaged . « In t 9^6, a new 
director of the USES with a strong commitment to HRP was appbinted. According j 
to the new director,.. HRD meant resetting ES priorVtips so "that "the greatest , , 
needs are met first and those who were last int everything else would receive 
the services of the USES first."** y'. ^ ^ 

But despite the „plans for re-orientation of the Employment Service^ some 
/OPER planners remained unconvinced, that ES Local Offices could administer the 
bondiiig program in a manner which would be flexible enough' to meet the needs of ex 
ders-, perhaps the most disadvantaged segpent of the disadvantaged population. 
These planners therefore favored a relatfiVely greater role for OPER and its 
EHD projects, and a' relatively smaller role for the National. Office USES and 

its Local Offices. ^ 

* "The Comprehensive Model .(COMO) in the Context of Manpower Policy," 

in Evaluation of the Comprehensive Model for Local Office Reo rganization 
of the U.g. Training and Employment Ser vice; Joanna Kennedy, Hal Shear, 
Lawrence feaiiis. et ai,, Vol. II, pp.iSy-SiQ. 

** Ibid. , pp. 530-551., • . 
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It • qui clcly became apparent tha^ the Efl^^ Service woula play some role 

in the bonding program, but the nature of that role remained open to negotia-, . 
tion*^. One of the pPER planners recalls^that there was no "logical organizational ^ 
home for the bonding demonstration project*^ and that, there was some ^pulling 
andvhauliing" on this issue • 

V The basic /endorsement for the bonding program had come from the highest ' 
levels in the^Department/ but the questions of hdw it would be administered 
remai:i©Kl 4:o be resolved- kt the operational level: 

The basic issue- at the" out$et :was that the Secrptaryr liked the idea 
'and said go ahead to proceed with it,., (then) the issue Igets to lower 
•rev|els.- ^ •■ * " ■* . ''.I 

One^OPER om that the decision to include ijoth ES offices and 

£SD projects^yias Sponsors "represented a compromise agreement devised in order 
to get the |iij?ogram moving: ^ " . 

I-felt that the best way to proceed was to bring the ES in, and / 
^ then ire'd be better ^off. Doing this meant th^t we'd lose the purity 
of t|Le project, but it would be worth it to get ahead, * 

The decision to involve both ES tocal Offices and E5D projects was justified 
on several ' grounds . Employment Servi*ce Local Offices were to be included because 
of the potential- for using; bonding as an ES. placement tool in the eventual national 

program, if such: a program were deemed appropriate. The E^D projects were . 
to be involved for two reasons: \ 

• E5D projects would be expected .tp serve different kinds of clients , 
/ than IgS offices; E§D projects had better ties to community -groups, 

and therefore^ „ . - / 

. """ . . ' ■ ■ 

Use;of two kinds of Sponsors could be considered, to be similar to 
^ using comparison or control groups in .the pr9jects# J. ' 

.The acceptance of a combination of ES and E§D special project Sponsors 

made it inevitable that the National Office administrative sti;ucture would 

involve some coordinatin'g -mechanisms between the ORER' project administrators 



and the National Off icer USES staff with responsibility for placement activities. : 

' Tlie terms of the Agreement between OPER and USES were; spelled out in Man- 
power Mministrative Order (MA 2*^66, issued in February, 1966, According to 
tVa^ document ,\ the primary responsibility for administration of the Trainee * 

Placement Assistance Deiionstration Pro|crcts and for the E§D special project 

-■■'■>"•■,. • • ■ ' . ■ ' ' ■ • ' - ' 

Sponsors * was assijjned- OPERt Contact and coordination with participating ES 

officer was to be handled through the USES. • . V 

In particular, OPER responsibilities for the E§D phase of the bonding 

program included: - ' . 

Maintaining all official contacts a,nd relationships with the bonding 
contractor /underwriter. . . / * , 

Designing the overall pilot bonding pj'ogr am* 

— '-.'»■■-■- 

*■ . ■ • 

, Developing and issuingy* . .instructions for participating in this 
program. . * . . , . 

Allocating. the appropriate numbers of bondee slots (sic) in a 
' manner calculated to obtain the needed varieties of experience. 

Compiling, organizing and analyzing program data obtained from the 
. ' , bonding contractor/ operating agencies and employers, and preparing " 
reports which would provide the basis for recommendations , 
regarding future bonding assistance programs^ - 

Under this agreement,- the USES responsibilities involved supervision of the 

operational bonding program activities at ES Local Offices. An internal USES 

memorandum elaborating upon the MAO described these resppnsibilities as selection 

of applicants, determination of their eligibility, job development, placement and 

foriow-up, and tfie preparation of reports on bonding activity in ES office? for 

the OPER 5taff>* 



* The full text of MAO 2-66 is included in Appmidix ^. 



The complete text of this memorandum, dj^ted Apfil "27, 1966, can be found , 
in* Appendix A. When the text of this memorandum"^ is compared with that of 
TESPL 2624 which described the local ES responsibilities under the Federal- 
Bonding Program, it appears "as if the two listings are' almost identical. 



* Despite :fhe initial "pulling ajjd hauling/' extremely close working 
> " ' ^- ' " • „ ■ 

relationships eventxially developed between the OPER and USES staff assigned 

to the project • the cpmraitment of these individuals to the' program appeai^s 

to have overridden any formal division of responsibilities between their 

agencies, and there feeeras to have been informal consultation on virtually 

all aspects of bon4ing" program activities. These personal relationships 

have been maintained beyond the period when these individuals held 

, specific responsibility fot the bonding program, thereby providing the current • 

administrators with an unofficial set of advisors who still play a role in 

decision-making.^ ' ' - 

4,5 Development of a Procurement Document , . 

With the development and acceptance of the basic 4osign and admini- 

strativc structure, it was necessary to translate these concepts into a 

4% ■ - > 

legal document which wpuld serve as the contract between the Department 

■ ■■ ■* ■ . • . 

and the insurance underwriter which would supply the bonding services. - 

. • - ■ ■ . ■■.,,/-■.. > - . , ■ 

This work was carried out in late 1965 and early 1966 by 4 team of officials 

from OPER and the Office of ^ the Assfstant Secretary of Labor for Administra- 
tion (OASA). OASA vas involved because of its experience In contracting- 
for the purchase of goods and services for the Diep^artment , including various 



forms bf insurance for, previous Manpower Adrainist ration projects. 

Although input from OPER was received throughout this period, the 
final terms of the procurement tiocument were drafted by OASA staff, OASA 

^ 1 . 

has maintained a role in the history and evolution of the program to this 
date through its continuing responsibility for administration of the bonding 
contracts between the Department, and its selected underwriters. 

Among the significant procurement issues to be resolved were' the 
nature of the"" procurement, eligibility to bid, the accounting units to be 



emj^toyed^ the maximum number of units pey bondee, the maairaum and minimum 
amounts of bonding coverage to be purchased, and the lengths of the contract* 

Although there were differences of opinion concerning these ^ 7 

. ' • ■ • ■ \-"'' ^ ' ' N , . ■ . ■ • . 

issues between some OPER and O^SA staffs none of them reflected deep differ- 

' ences over the structure of the program. Instead, they represented differ- 
ing agency reactions to the challenge pf developing a procurement to cover J 
a situation in which there was ho previous experience to guide future actions. 
For the most part, OPER staff wished to keepjthe do-cument as ^flexible as 
possible, given the experimental nature of the projects,. OASA staff, on the 
other hand, were concerned with developing and negotiating as "ti^ht^^ a 
contract as is possible, in which the responsibilities of each party were 
clearly spelled out. . > 

The rationale for each of the resulting procurement decisions is ^ 
summarized below, v -» ' 

4.5,1 Nature of the Procurement 

.i- . - , ■ ■ ' 

Once it was decided that a master contract would be entered into with 
a single insurance underwriter, there were three ways in which this could 
have been arranged: 



— ^ Nego tiat^ion^fHar-sa l e 3o urefM?ontraet— — . . _ „^ 

• Issuance of a Request for Proposals (RFP) 

• Issuance of an Invitation for Bids (IFB) 

The Department eventually decided upon the third of these alternatives, 

the IFB/ bjecause of problems with the other two approaches. According to 

- •■ • . ' » <, 

federal' procurement regulations, sole source contracts can only be considered 
when there is an "outstanding candidate/^ a' potential contractor which is 
clearly super'ior to other potential bidders t The novelty of. the ''bonding 
unbondables" approach was a major factor in eliminating any chance of a 
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sole source proposal. No one had any extensive experience with such a 
program, and a decision was reached to eliminate further consideration ^of ^sole 
source activities because "we could not iden|:ify a clear and present r >^ 
company which was superior," , 

• Th6 decision to choose an IF R rather than an RFP for the procurement 
was made explicitly because of the lack of previous actuarial experience 
with "bonding unbondables." Without this experience there would not have 
been any "objective criteria which could" have been used to compare, fcfr^^ 
example, two bids, each with different money prices and different coverage 
limitations," ^An IFB was therefore' considered the appropriate vehicle . 
for the procurement. This mwnt that all elements of the statement of work 
were considered to be beyond negotiation, and the winner would be chosen on 
the basis of t^e lowest acceptable bid. ^ 

There is no way of knowing whether the utilization of the less flexible 
IFB discouraged potential bidders from participating in the procurement* 
As is described in Section ^4-6 below, there was only a single response to 
the IFB, But it' should be noted that when the, bonding program came up^ f or 
bids again, in 1972, ^an RFP was utilized instead of an IFB. The result 

. was the samei^jcmlyLjme..jind^wrj^^ - _ . 

* ■ 

4.5.2 Eligibility to Bid 

Federal procurement regulations prescribe the widest possible dissemi| 
nation of information concerning a procurement, but also allow discretion 
in determining criteria for qualification of bidders, ^The D^partH^nt of 
Labor bonding ^^ogram planners do not appear to have seriouslj;^^^ 
imposing any qualifications upon the respondents to the procur|ni^nt i^llier 

than their legal qualifications to conduct business with the federal gbvei 

f ■ 

ment. Eligibility was therefore defined to include all 238 firms on ihel 
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Treasury Department *s list o£ approved underwriters who were able to pro- 
Vide unifoOT bonding coverage on a nationwide b^isis and copies of the IFB- 
were sent to each d£ thwi. 

It has been suggested b>r a number of underwriters ^h^it 

broad dissemination of the IFB was itstrlf a factor in restricting the range 

'. - > ■ • ' 

of possible responses. According to these sources, majot underwriters 

often feel a disinclination to engage in conqpetitive bidding against 

some of the more risk-prone members of the industry, 

4»5.3 Accounting Units 

At first, planning for the bonding program proceeded on the basis of 
bonding "slots," coverage for a given bondee at a rate of $2500 for one 
year. The concept of a slot 'was widely used in the Department for other 
programs, and it was naturally applied to this one as well* Thus, initial 
projections were that the Section 105 authorization would cover about 1700 
bonding slots, tl)at is, 1700 bondees could be coverdd for one year a€ a 
level of $2500 of coverage • ^ ^ 

In drafting the IFB, OASA staff rejected the concept of "slots" for 
several reasons. First of all, it was considered inflexible; what would 



happen, it was asked, in those cases in which the bonding took place for 
less than twelve months? Would the total yea^rly premium be lost? OASA 
staff raised additional questions about the slot concept as well. Thus, 
for example, wasn't the $2500 cover per year envisaged in the slot 'concept 
too high in some cases? Too low in others? 

Because of these problems, OASA determined that it would be necessary 
to create a new accounting unit to provide^ a "common denominator" for 
various levels of bonding coverage and various amounts of time. 5uch a 
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comtton denominator woulcU permit billing the government only for those 
units of bonding which were in fact used, thereby introducing additional 
flexibility into the program and reducing costs. The common denominator 
developed by OASA was labelled a "bonding unit" and was defined to mean 
$500 worth of coverage for a period of ohe month. (Thus, $1000 of 
for one year Would require the expenditure of 2 X' 12, or 24, bondihg units. f 
The adoption of the concept of "bonding^ units" provided a means, of relatj 

total govemmrtit cost to level an^ duration of cqverage. The use (if bonding units* 

^ " ■ ■* \. 

d^d not seem to create any major problems for the Department of LaboAunderwritef/ 

contractors, but it did introduce a term which was unfamiliar to the lieadership of 

, > . \ ' 

the fidelity bonding industry. It is impossibly to assess the trade-off^tveen* 
the improved precision gained from the use of bonding units and- the apparent^esujt 
that it helped convince insurance industry offi:#ials that the proposed procurement 
was imneces^sarily complicated from an adrainistrafive point of view. 
4. 5. 4\ Maximum Coverage Per Bondee > 
In the absence 'of comprehensive information concerning the demand for 
'bonding. Departmental planners believed that there was a danger that the 
.total appropriation for .the program might be used up too quickly to permit 
assessment of the program. For this reason, a maximum coverage of 10 
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bonding units per bondee ($5000 per Jttonth) was adopted. This figure was» 
chosen because it was considered sufficient to permit placement of bondees 
in acceptable jobs while at the ^ame time "rationing" the 'amount of units 
so that a maximum number of individuals might participate in the program. 
4^5.S Maximum and Minimum Amounts of Units Purchased 
The bonding IFB fell into the technical category of an "indefinite 
quantity" contract." This meant that the government could not specify 
in advance precisely the number of bonding units it ^wished to purchase in 



a given period of time. In such cases/unless the Supplier is given limits- 
Djaximuni and miniimin amounts of purchase—the lack of knowledge must be 



treated as a contingency which the supplier must raise his costs to cover • 
Specification of maximum and minimum amounts of purchase thti^s serves 

^n aid to the supplier in making a reasonable^ bid, thereby lowering costs 

•? , ■ ^ 

to the government in the long run. 

Consequently, the first IFB contained a maximum purchase limit of 
300,000 bonding units and a minimum of 100,000 units. As is described in 
Section 5 below, Vhe slow pace^ at which the bonding program got underway 

^n a total purchase of units significantly below the 100,000 limit 
at the timeyf the original expiration of the contract.^ Had it chosen 
'to do so, 4:hj^MWtICTSctor could have exercised the "minimum purchase" clause. 
Inste^j an agreement was reached to extend the life of the contract to 
perjnit the government to utilize the units for which it was already coniinft- 
te4 :to pay^. This decision permitted continuation of the bonding program \ 
and was.judged to have been in the interest of both the Department and 
*its contractor, ' 

4.5^^6 Period of Performance of the Contract 

■ ■ ^ 

There was no real decision to be made here. .The IFB provided for a 



contract to run as long as the bonding projects were authorized by Congress. 
They were originally to expire on June 30, 1967. The Congress authorized 
extensions of the bonding projects two times subsequent to the 1965 amend- 
ments. In both cases, the Department responded by ejctending, with or w^th- . 

. . ■ . <i •■ . ■ . . - >. ■ .■ . ■ . - - 

out money, the bonding contract. The contract was further "extended when 

aiuthority for bonding was drawn from Sectiorf 102 (6) of the MDTA, the 

-. \ " ' . 

, \ '\ ' • ■ 

section, without any time limits on authorization. The last of tlje contract 

extensions carried the contract through July 31, 1972, at which time 



the selected bidcrt^r from a second procurement took over responsibility for 
the progrM. * 

4.6^ The Sin£le Response to the IFB^ . .. 

The bonding program IFB was issued on February 11^ 1966. When the 
bids were opened on Mardh 16, it was discovered that there was only one bidder. 
Tlie United Bonding Insurance Company of Indiana, represented by the Washington, 
D.C. -based McLaufhiin Company as agents, submitted a bid, of $5 per bonding unit, 
this bid was considered to be- unacceptabl>4 high. The reasons for the single 
bid are Explored below; the response to the single bid is presented in Section 4 

. The lack of response to the IFB could be explained on two grounds. 
Either the ^members of the industry were unaware of the procurement or th^y 
decided not to participate. Since copies of the IFB were sent to all e/igible 
bidders, it seems unlikely that the former explanation is accurate; furthermore, 
soutces in leading insurance firms have indicated that they were at least aware 
of the bonding initiatives. ^ 

Therefore, the basic question is "why did all 'but one insurance underwriter 
choose not to respond?" A number of explanations have been advanced to 
explain these choices — - by both insurers" and Department of Labor staff . 

4.6.1 The Insurance Industry Perspective 
• "~"~TnsurMS have indicatedr tTTat they were Tiot TivtM parTi?cip^ting 
in the IFB for several reasons. Perhaps the most important was a negative * 
attitude toward the basic requirement of the contract, that the chosen under- 
writer agree to accept all job seekers without, having the opportunity to exer- 
cise individual judgment. * ' 

According to the leadership of the fidelity bonding trade 'associations, 
the concept, of fidelity bonding coverage to applicants without aivj^ screening 
was not only unprecedented in Department of Labor manpower programming, but it 
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was antithetical to thjj^ybasic premise of fidelity bondittg,; which Was tp 'V^ 

out" potential risks ^ nc^ "to provide coverage; for them,^^^^^ 

industry sedks to provide coverage for those .thought to pfese^^^^ 

general, however^, the ihdiis.try calculates the actuarial lijkelihpod of loss 

and determines a premim structure which reflects this likelihood. But in the 

■ ■ ■ . ' .0 ■ ■ . ' * 

fidelity bonding segment of the industry, traditional practice is to reject : 
totally those individuals who presented any discernible possibility of loss.. 
Previous ''^I'raudulent or dishbnest behavior"* is considered in the industry to be 
an excellent indicator of future fisk, and thus serves to eliminate a potential 



bondee from coverage. (Fidelity bonding premiums are based upon previous loss 
experience withii) industrial classifications and on ^n experience rating of a 
firm, not on the potential risk involved with bonding anjr particular employee .) • 

This attitude alone would account for a strong industry disinclination 
to participate ih the Department's proposed Trainee l^lacement Assistancell^. 
Demonstration Projects, which were explicitly designed to provide coverage for 
Vhigh risk" bondees- There were, though, other negative attitudes in the industry 
towards pthe concept of the bonding program, and towards the. Department of -Labor 
procurement practices. According to insurance industry sources, there was some 
doubt as to the need for a federally sponsored bonding program in the first 
place. Many fidelity bonding speciaJ4sts believed that much of the so-called 
l)onding problem was actually £he result of employer attitudes. They believed 
and continue to believe — that the industry has been used as a scapegoat by 
employers who would find other reasons not to hire ex-offenders if the bonding 
barrier were removed. This belief is based in part upon the assumption that 
local insurance .agents generally make exceptions to the exclusionary clauses in 
standard agreements when asked to do so by employers for whom they regularly 
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provide wyerage* TJlese exceptions niay iricliwie carrying the high risk V 
employee on the ssun^ blanket bond whid^ covers all ^iBployees in the firm or 
allowing tlie employer to buy an individual ("name schedule'') , bond fore this , 
^enqployee separate from the general bond for all other employees. 

Some sources in the industry have also questioned the wisdom or the 
necessity of steering those with criminal records towards jobs which require 
fidelity bonding. This is because "there are other good jobs which are already 
open to such individuals." 

^ Two additional factors provide important dimensions of the insurance 



industry cont.ext in which the bonding program was developed. Consolidation 
within -the insurance industry had produced a situat;Lon in which the bulk o£ 
'fidelity bonding was written by large all-line insurance companies for which 
the fidelity premiums represented only a small fraction of their total business 
This being the case, the heavy demand on staff time and resources for (what 
the major insurers would see as) a small-scale experiment could not, in general, 
be justified by potential contributions to company profits. Such projects might 

■ . ' .r ■ ■■ ^ . 

/ be undertaken for "public interest" reasons, but to the leaders- in the industry, 

« ... • ■ ■ ■ ♦ . 

profit and loss considerations would not justiify participation in such a program 

During the period when the bonding program design was being finalized, 
at least one major insurance underwriter was conducting '^public interest" 
experiments in providing bonding for "high risk" individuals . The Aetna Life 
and Casmlty Con5)anyi 1 in terms of 

dollar volume of premixans, was involved in two such projects. However, both the 
Denver-based "Title V Project" and the Washington, D-C. "Bonaborid" project 
were viewed by Aetna^-Qfficials as strictly limited activities, tanderta£en to 
promote "good Will" toward the insurance compariyV Th botTi cases, top officials" 



for the Aetna Bidelity; Bonding Departinent kept a close eye on all aspects of 
the j)roj.ect activities including, in many instances, making the final 
decisions as to who would participate. In neither experiment was there a 
commitroent^to "bond everyone," as was envisaged in the Trainee Placement 
Assistance Demonstration Projects • This point was explicit in an internal 
Aetna communication: 

: n • • ■ •■ ■ ■ . . • ■ ■ ■ ■ ■ ■ ■ . ■ 

/ Both of theise programs are grolip approaches and involve people who 
we believe are strongly motivated to rehabilitate themselves. Neither 
we nor any other company to the best of our knowledge proposes to 
provide any guarantee as to individual , randomly selected, ex-convicts. 

In -neither case was the project seen as a possible pilot jtest for a 
nationwide program to be administered by the company. 

The instirance industry image of government procurement policies has 
also* reportedly acted as a significant obstacle to response to the 
bonding IFB (and to the later RFP as well). According to one major insiurer, 
there is a widespread belief in the industry that the government tends to 
take the lowest bidder for an insurance job, regardless of the relative 
status of the bidders and (implicitly in many insurers * minds) regardless 
6f the prospective quality of the work and degree of risk to the govern- 
ment. Large insurance companies have used this belieT to explain their 
reluctance to participate in competitive bidding such as was utilized 

in the bonding procurement. This reluctance has, in turn, tended to 

" ■ ■ ■ * ■ • " 

leave the field open to the smaller arid less well known members of the 
industry. 

. As indicated above, it had been hoped that participation of a privat;e 
insurer in the bonding program would add credibility to the results, 
thereb]P^ promoting re-examinatiop of bonding policies by other^leading 
firms, Nbn6 of the three Contractors which have participated in the pro- 
gram to date appears to have been of' sufficient stature to accomplish 

• ' ■ - • - • ■ ■ ., .ft 

4t**is, however/ ci , • 

h - 58 , ; 



4,6>2 The Department of Labor Perspective 

In general, the OPER staff who were designing the Trainee PlaGemerit 

Assistance Demonstration Projects had hoped that the bonding. program would prompt 

the insurance industry to re-examine the exclusioiiary policies which made the 

program necessary in the first place. This objective was enunciated in a 1966 

Departmental publication describing the Trainee Placement Assistance Demonstra- > 

tion^ro^'ects: - V 

" -^This is an experimental program which will be terminated at the 

earliest possible mpment after the fidelit;}*^ bonding industry is in a- 
position to provide bond cbverage for this clientele through normal 

^ — comm er cial channels.* — . ■ . • ' . ... ' ■ ^ — - — — — — — — ■■- 

OPER Staff have indicated that industry input in the development of the 

program was seen as a mean? to achieving this ''objective**' A number of meetings 

and:> telephone conversations were held with brokers, underwriters, .ind the 

leadership»of the industry trade associations, inciuding the Surety Association 
\ . " • ■ " ', . ■" • ' ■ 

of America. But for a number of reasons, these efforts did not result in 

effective communication of the above discussed industry attitudes. In fact, 

.OPER staff members expended relatively little effort on communication with 

insurance industry leaders, because of lack of time and the press of other 

- responsibilities: '-. 

We did think of having an advisory committee from the insurance 
industry. ..If we'd had the time we would have done it. ; 

Despite their hopes, many of the OPER planners were also skeptical that 

the fidelity bonding industry could be persuaded to change its policies 

. ^ithout govemiiiental coercion. One planner indicated that he saw the bonding 

program largely in terms of its potential as a "club against some insurance 

companies," an indication of the seriousness of the Department's commitment 



. *OPER Informational Handout, "Fidelity Bond Coverage Available through 
the U.S. Department of Labor /'October 24, 1966. 
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to do something about the problem^^ jobs which were 

noxinally closed to them because of the restrictive ' clauses in standard 

■ commercial bonding contracts. / , 

These Departmental planners also advanced ^the following perceptions of 

' the fidelity bonding industry: 

The industry was uninterested in the problem of bonding 
'*unbondables" and would therefore be unlikely to be interested 
in the bonding program; ■ ^ ' 

• The industry was uneasy about participation in the program ^ - 
because this would allow the government to look too closely 

at industry practices and activities; 

• The 'industry did not want the government to "get its foot in 
the door" regarding the establishment of rates, standards, 

V and so forth;^ ' 

When there was only one response'^to thifij IFB, the OPER planners felt their 

fears had been, justified; some of them have indicated a belief that industry 

non-participation was the result of a conspiracy on the part of the industry 

leadership* According to this explanation, key individuals in the fidelity 

bonding industry were thought to- have agreed among themselves to avoid bidding, 

and to dissuade others who felt differently. 

4.6.3 The Department of Labor Insurance Industry Interface 

In short, the Departmental planners believed that the insurance industry 

would not be enthusiastic about the program, but were not aware of the specific 

reasons which insurers have subsequently advanced to explain tl^eir lack of 

. ■ ^ . ■ y 

enthusiasm. Given this situation, it is difficult to imagiif^ that significant 

industiry participation in the design and implementation of the program could have 

tnken place without substantial efforts at communication between the Department and 

the industry during the design phase, and without substantial industry input at 

that time* Neither of those occurred. v 

■ .■ . *' 

As, indicated above, OPER staff did meet with a number of representatives of 
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the industiy including the Surety Association of America a.nd^^ 
-liisurance Association, But the timing and the nature of these meet irigis do 
not appear to hiave, been sufficient to .bring about better mutual understanding 
or-any change in the pfe-exis'ting negative history attitudes^ ^ 

Thus, for instance, rthe 'first face-t6-face meeting between. th^ Depart- ' 
mental planners^ and the leadership of the fidelity bonding^ trade associations 

-took place in January, 1966, only^a few weeks before the Invitation for Bids 
was issued. In response to this meeting, the Siirety Association scheduled a 
discussion of the proposed government projeq.t at their next executive committee 
meeting in March* (The executive committee consists of the heads of the fidelity 
bonding departments of major insurers.) The discussion of this" topic was can- 
celled, however, once it became known that the IFB had already been issued and 
a contract had been signed with the United Bonding Insurance Company, a non- 
metabeir of the Surety Association at 'that time. 

Thus, whatever the explan^ions, there was^ an absence of well-timed, sub- 
stantive and meaningful communications between the program planners and the " 
leadership of the fidelity bonding industry. The cancellation of the Surety 

, Association executive committee discussion of the bonding progr^m^ meant that a 
major opportunity to educate and involve major insurers in the program had 
beeji lost. Although the Departmental planners had hoped to develop a program 
which would eventually promote changes in the exclusionary practices of the 
industry, they developed a pilot progra^m which was not initially attractive 
enough to the, industry to elicit more than a single bid. ""^ 
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; The importance of the coimnunication factor is underscored b/ consider- 
ation of the single bidder in each: Of the two procurements. In^each 
case, the initiative in responding was not taken by the eventual under- 
writ er -bidder • Inst ead , it Was the Washington-based Mc Laughl in /Company ' 
that expressed interest and sought out an underwriter. Unlike most of 
^the recipients of the initial IFB, the principals of the MclTaughiin Com- 
pany had had more than a decade of direct experience .With the federal 
goverraaent-^including-the pepartment of Labor— concerning the provision 
of bonding services, , .\ 

In addition to this i the McLaughlin Company had participated in ; , 

■ ■ ■ ■ ^ ' " . ^ . .'• , •■ ■;->■■■•• . ■ 

other social welfare programs sponsored by the Federal Government: and^the 

District, of Columbia, and had developed a sense of commitment to such 

"public inl^prest" activitites, ^ » _ ^ 

Because of these facts^ the McLaughlin 'officials had a considerably ' 
t>etter understanding of the undeiilying purpose and structure of the 
proposed bbnding program than did most insurers and the^role which the 
chosen underwriter would' play. Following the assurance of the IFB, contacts 
between McLaughlin and the Department served to answer any remaining questions 
about the procurement, and the^cLaughlin Company was p<Brsuaded to take th^ chance. 
4^7* Negotiation of the Initial Bonding Contract, ' 

As indicated above, when the bi^s were opened, it was discovered 
that the sole bidder was the United Bonding Insurance Company of Indiana 
with the Washington-based McLaughlin Companjf serving as broker. Thb sole 
bid was $5 per unit. 

According to federal procurement regulations, the Department had two 




■■ .-■ " , V ■ ' ■ . . -. 

V options at jthat ^)oint , An award could iia\* been made to *the single bidder 
- ' ' ■ - •' ^ . • ' ' '. . ' ■ 

if it could have been determined that (a) the bidder had no' knowledge that 

' ■ o ■'. / \ ^ ■ : ■* >. ■•• ■ ■ \;. ■ ■ 

^ it was the only bidder; and (b) if the .price was xn the acceptable range* 
-If these conditions were not met/ the IFB could have been converted into 
: a negotiated procurement. ■ \^ 

Thtf bid price w&s roughly twenty times higher than the price contem- 
plated in the September, 1965, DMPP planning, paper, and was not considered 
acceptablfe. But the Department* remaitied interested in promoting an EfiD bonding 

projott, so the second option was chosen^ Negotiations were entered into 

. ' - '■" . . ' ■ ^ * ^ ^ ' V . 

between the Department and the United Bonding Company^. \ . " 

The* initial decision by United Bonding to bid $5/ and the ensuing 

negotiatidn over the price, were greatly influenced by the total lack of - • 

actuarial experience upon which such a price estimate could be made. 

The Departmental staff reviewing the bid were sensitive tp the unique 

circumstances which might justify an initial bid which was considerably 

higher than what. could eventually be expected to be the rates for bonding 

"high risk" job applicants under a national program. According to one of. 

• *- -. 

them: . ^ 

• It was my understanding that part of the premium was to cover 
the high risk being ""taken because there was no history of actuarial 
experience to judge what the rates • should be... , 

it 

Another part of the premium was payment to cover the awkward way 
which people had to conduct the project administratively. What 
we were proposing was different from standard industry staffing 
and reporting procedures. • •We would be paying, for example, for 
"diversion of management resources to provide, for example, feedback 
to the Department of Labor on a monthly basis. This is not normally 
done. We were also creating new reporting Requirements by using 
new federal definitions like "units"**. 
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In other wards, whatever price was agreed upon would reflect some 
degree of risk by both the insurer atld the government and the unusual 
(to the industry) administrative procedures. But the maximum and minimum 
purchase of units clause of the contract discussed in Section 4.3 above, 
as well as other contract provisions, served to minimize this risk some- 
:what . : ■ ^: ;,: 

During the negotiations, the McLaughlin Company staff served as inter- 
mediaries between the Department and the United Bonding Company. After ^ 
i f Ai M t b o th side s have d es c rib ed a s a "to u gh b a rg a ining session, '^UM c L au gh l i n 
and the Department agreed upon a re-negotiated bid of $1,75 per unit.* 
The McLaughlin representatives then convinced the United Bonding staff to 
accept this figure, and final agreement was reached, ContraSrt L/A 66r44 
was signed on March 25, 1966, and the Trainee Placement Assistance 
Demonstration Projects were ready for implementation.** 



* .In retrospect, it can be noted that the Departmental planner belief 
that the initial price per unit would be considerably higher than 
that which would be used in a national program was accurate. The 
current price per unit is 85 cents, ^less than half of the amount ori- 
ginally" specified in the initial contract. 

** The key portions of contract L/A 66,-44 included in Appendix A. 
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5.0 TOE IMPLEMENTATION PHASE 

the period between the signing of the iifitial bonding contract with 
the United Bondin^Insurance Company and the present time has been marked 
by a ntonber of major events in the evolution of the program, 1]iese events 
include: 

• Initial site selection 

t Development of reporting systems 

• Expansion of the program first'' the expansion of the E^D 
project, and (^:hen the expansion to the status of a national 
program ^* i ' * 

# MoH^f I cation of certain elements of th e pro gram d esign^ ^ 

• Development of a second procurement instrument and submission of 
a proposal 

• Rejection of recommendations for more staff 

• Subsequent legislative developments, including the passage of the . 

Comprehensive Employment and Training Act of 1973' (CETA) 

' ■ ■ ■ ■ - " 

• Funding for the program. - 

Each of these events is discussed in detail below. As in the previous 

.f C . 

section, the discussion focuses both on direct explanatory factors for each 
event land upon the broader context within which individual decisions were 
made* ' , 

5.1 Initial Site Selection ' ^ j 
With the signing of the contract with the United Bonding Company, two 

major steps remained to be taken before: th* program could become operational: 
initial site selection and development of reporting systems ♦ As was indiq^tted 
in Section- 4, the OPER and USES planners had decided to utilize both local ES 
offices and E§D special projects to deliver the bonding services, Decisions 
still needed to be made concerning the number of sites of each type, and the 
specific sites to be selected, 



TTie decision to limit the number of sites to ten was made for a number of 
reasons. The first of these was the expected "stangpede'l of bondees;: since 
there were so laany potential bon^ees, it would be necessary-*-according to 
this linefof reasoning— to limit -the number of Sponsors so that the program 

..... <5- 

did not spread itself thinly and use up all the -bonding units without getting 
a sense of "fuXX-use potential" in any locality. Concentration of the program 
in only ten sites would, it was expected, give a better indication of how a 
future national program would function* 

Secondly, it>as felt that the number of Sponsors' should be kept small 
in order to minimise administrative problems during the "break-in" period. 
In the words of on^ bonding administrator: 

' V. There is some virtue tp having a certain number of sites in 

an ESD project so that one can look at eoraraonalities and differences 
among the sites. 

* But care must also be taken to avoid over-extending the fin- 

ancial and personnel resources of the project. . V 

Selection of specific Sponsors^ was based in part upon expressions of 
interest in the n6w program on the part of potential Sponsors, and in- part 
upon considerations of local population anid industrial mix* The OPER and 
USES planners concluded that an emphasis upon larger cities would be appro-- 
priate because ex-df fenders would be most likely to be found there in large 
numbers. In pai;t, this.- was based on the judgment that "ex-offenders often 
go to large cities to get lost*" ' In addition, Jit was expected that there 
were greater opportunities for employment of e[x- offenders 4- a wider range of 
skill ievel demands and industry types--in the larger citi^iSs. 

E^D project Sponsors were selected on the basis of "strong desire to 
take advantage of the opportunity offered by the pilot program" and the "rela- 
tively large number or proportion of persons they have enrolled who have 
records which hamper their bonding and hence their placement."* 



^Internal OPER memorandum, dated April 19, 1966. 



- Based J^OJI these criteria, a total of ten Sponsors was selected, includ- 
ing ES offices in four masj or cities and Six ESD special projects. The ES 
cities were New York, Los Angeles, Chicago, 'and Washington, D.C. The E5D 
projects were, for the most part, located in these same cities: the Mobiliza- 
tion for Youth project in New York; the Economic Youth Opportunities Agency in 
' Los AngelesV the Job Opportunities through Better Skills Project (JOBS) in 
Chicago; and the United Planning Organization in Washington. In addition 
to these Sponsors, additional E,§D projects at, two correctional institutions 
were also selected--Project Challenge in the Youth Center at Lorton, ViV^inia, 



. and_ thie Draper Correctional Center at ^limT^ ^^rHi^ — 

5.2^ Development of Reporting Systems ^ 

* ' .... 

As was noted in Section 4, the program designers had stressed the SSnpor- 

tance of developing an4 analyzing data concerning bonding program performance. 

Thus, for example, the September, 1965, DJ4PP planning^paper noted that: 

It is essential that the total body o£ the bonding projects 
be systematically designed to provide experience on all pertinent 
.factors and conditions to serve as a basis for developing recom- 
mendations for a more extensive bonding program, if such is 
warranted. 

In response to this" felt need, OPBR and USES staff collaborated, in the 
development of two program reporting systems. The first of these required 
monthly and s erai-^ annua ^ reports from the bonding underwriter, as a contractual 
Obligation. As specified in Contract L/A 66-44, the McLaughlin Company was 
required to provide »onthly status reports concerning program operations 
which included the following data: 

, • Bonding units consumed in that month V 

• Amount of unconsumed units remaining to each Sponsor 

• Names of bondees 

• Number of units consumed per bondee in that month ^ 



The seral-annual reports focused 'uppn default dat'?, including::* 
t Number of claims received 

• Amount of tlje claims 

• Disposition of the claim (e.g.> settled, pending) 

• -Pate of claims 

• N|Wies of Sondees and employers involved in clai^p 
These reports were prepared knd delivered on schedule by the McLaughlin 

Company. They provided the Department with updated information concerning 
the utilization of the program and the extent to which claims were filed on 

for OPER staff to qalculat^ /"default rates**-Acomparisons- of the ratio of 
numbers bonded to numbers for whom claims were, paid- -and other data concerning 
program participation such as numbers bWded and their geographic distribution. 

The McLaughiin-produced monthly and semi-annual status reports have bqen 
tlWmost important data sources for Departmental assessments of program per- 

forraance. The' statistics on default rates have been the single most quoted 

(If- 

indicator of progr^ accomplishment. This has been so for three reasons: 

• The statistics have been seen as favorable; the program .default rate 
has always been below 2%; 

The absence of in-^depth analysis of available data such as the 
KfT-llO forms*; ' ^ 

* ' -* 

' • The lack of other potentially useful information such as post- 
,v placement followup data. ^ 

The McLaughlin-provided reports contained enough data for further analyses 

• • • 

as well; they could, for example, have been used to calculate "loss ratios"-- 

the relationship between premiums received and claims pending and paid. This 

would have been considerably more meaningful to the Insurance industry than 

I' . " • - ■ * 

the *Mefault rates" cited above. But these further analyses Were rarely 

performed by QPER staff. In the first place, the inadequacy of '"default 

■ I I I - - 1 

*These forms are discussed 'on pages 62, 63 and 64 below. 



rates" data from the insurance industry's point of view was not originally 
known in OPER, Secondly, OPER officials believed that the numbers of claims 
were too small ta be reliable for statistical analysis of claims during the 
initial years, and that even without these analyses it was -becoming clear 
that ihroviding coverage -for ex-offenders and other high risk job^applicants 
was not' as risky as had been believed. In any event, the non-borfding pro- 
gram demands upon OPER an$i USES staff appear to have precluded additional 
analyses of these data. 

hly 
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Despite the potential usefulness of the data collected in the mon 
and^emt-annual r eports b y the McLaughlin C onyanyy it is impor tant to : 
(as originally designed) these reports contained little information pex^in- 
ing to the background of the bondee or the kind of occupation in which he or • 
she was being placed. In order to make this kind of information available 
for future analysis of the Eftb program, OPER and USES staff collaborated in 
the development of a second reporting system, which utilized the MT-110 
(later MA-110) form.* " . 

Unlike the McLaughlin reporting system, the MT-110 system relied entire-* 
ly upon the bonding Sponsors and Department of Labor staff for conqiletion of 
the forms ^ and analysis of the data. The MT-110 forms were to be filled out 
by local Sponsors for ex-offenders and all other applicants referred to jobs 
where lack of bonding might create an artificial baiiHer to eK5)loyment, whether 
these individuals were bonded or not. These forms were designed to .provide 
the following kinds of information about these applicants:* 

• Age- 

• Race 

c 

t 

• Education jr 

• Criminal Record of ftondee 



*A copy*of this form iaf included in Appendix A. 



■ • ; job Jnfoxmatipn- -kind Q experience, salary 

• Boiidee Work History . 

• Reason for Denial of Gommercieil Bond 

• Utilization of Commercial Bondil^jg by Bonding Employex* 

the completed forms, were -tci be 'retained by Sponsors until OPER requested 

them. Analysis of the collected data was to be the responsibility of OPER. 

"■■ • • ■ ■ ' ' ■ ' * ,■ ■ . 

Had this reptorting system been utilized as intended--andr had it been sUp 

plemented with followup data— there would have been adequate ; information to 

answer many questions' concerning the need for a bonding program, its impact 

. - . ■ ' • ^ ' . ;• ; ' ^ > 

and the kind of clients who were helped the most. " r 

V, ' • ■• . ■ ■ . ■ " , ' . ■ . ■ 

This did pot happen, however^ for a variety of reasons. In the first 

' • ■ .' . , ' •■ ■*" V .• ■ - ■ ' ' ■ ■ /■ 

• place, there was some confusion among local iSponsor staff concerning the in-- 

dividuals for whom the MT-110 forms were to be filled out. The following 

excerpt from a 1968 Departmental memorandum illustrates the disappointment 

felt by some OPER offacials concerning -the failure to fill out these formg^ 

for individuals other than .those who were bonded through the program: 

The original intent of the form C^nd the instructions given to ES . 
/ personnel at th^ training sessions) was that it would be ftllfed 

out on every person who has a "record" seeking a job and is referred ' 
to an employer. 

From my discussions with [ES personnel) and a quick scanning of the 
returned forms, I believe that the form has been used more in the 
case of' those who were bonded only/*. 

MaYiy inquiries were handled by phone fron^ both employers and poten- 
tial enipJLoyees, where bonding was not used, but there was every 
reason to believe that the person was employed. «. In these cases 
no form was filled 'out. 



*The forms also included standard data as applicant's military status, 
U.S. citizenship, and so forth. , 
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(ES Division of Piaeement/personnel> have str^ the need for 
filling out forms in ordeii: to determine the nuunber of ^"assists;" 
however,; they too believe that,,, it is not filled out when a job 
. is secur.ed without bonding, where -the person has a "record" or is 
not commerGially bondable, because the employer has waived his 
y *x • requirements or made arrangements with his own bonding company . * 

Secondly, many of the con^Jleted ffr- 110 forms were apparently never 
forwarded to the Department of Labor for analysis.. As of January, 1975, 
at least one-quarter of the* forms were not present ^in the OPER files. 

Finally, much of the data from the forms which were turned into the 
Department were never fully analyzed. There are several reasons for this, 
•including the lack of time available to the OPER and USES administrators to 
complete such analytic tasks. Much of the analysis of MT-110 data therefore 

was cpnd?ucted by outside consultants* This was the case in a 1968 study 

■ . ■ ■ . ' ' -, . • ' . * 

'^Bonding Denionst rat ion Project: An Analysis of the Program's First Year** 

6ompleted*by Marion Katzive; in the initial computer-based analysis of the 

■ ' ■ ■ ■ ^ ■ , • • 

first 689 MT-110 forms conducted by the Data Processipg Academy of the- South* 

t. - * • ■ 

Carolina Department of Corrections in 1969; and in th^ 1972 report "Bonding 

'Assistance Demonstration Project in Prisoner Training Programs" prepared by the 

Experimental Manpower Laboratory :for Corrections at the Draper Correctional - 

Center at Elmore ^ Alabama, . 

OPER staff members developed a historical report of the first few years, 
of the program, a "paper and pencil" review of the first 500 forms, and a re- 
analysis of some of the Data Processing Academy results. 

But none of these analytical reports appears to have occasioned major 
changes "in bonding program policy or administrative practices. In parj^^, this 
was because some of the findings of some reports , were considered to be of doubt- 
ful accuracy due to problems with the quality of the data and other analytic 



*Internal OPER memorandum dated February 14, 1968, 
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shortcomings. But in addition to this, there was nothing in these reports wHich 
led OPER staff members to conclude that any of their previous judgments con- 

earning the appropriateness of the basic program model were in need of "re- 

* .. , ■ ^ ' ■ ■ * , - ■ •■ 

■vision..- ; ■ ' 

As wiU be discussed W Section 5i3 below, some OPER policy-makers be- 
lieved that there were some potential benefits to be gained from further 
-analysis of bonding program data. Thus, .for example, the 1968 report briefly 
reviewed the existing reporting. systems and came up with the following con- 
elusions: * * 

If continuation of the project in its present form is to be . 
fruitful, it would be useful to consider what can be accomplished 
in the way of reaching thqse (project) goals and to revise rer 
porting and research techniques accordingly* 

Greater uniformity of reporting and more complete information 
about bon dees should be required of the bonding Sponsors** 

■ ' "" ' ■ 

•But no significant changes in the project reporting systems ^followed this report 

The only addition to the project reporting systems since their inception was a 

1972 decision to increase th,e contractor's monthly status report requirements 

■f ■ ■ , .,■ 

to include social security, SIC and DOT code informa:tion for each bondee. 

The expansion of the bonding program to the status of e national program 
was considered within the Department to mark the end of the experimental phase 
of the program. For this^reason, the MT-llO reporting forms were eliminated 
as of Jjune 30, 1971, Since that time, the monthly status reports and semi- 
annual claims reports have been the only major data sources for the program. 
5 . 3 Project Expansion ^ ' - 

5.3.1 Expansion of the E^D Project ' ^ 

The bonding program was initially implemented in June, 1966, at ES offices 
in four cities and in six additional E§D projects. By the time it was' 



* Bonding Assistance Demonstration Project: : An Analysis. of the Program!s 
First Year, p. 6, 



trans formed into a national program in January, 1971, the E§D project had been 

expanded tb encorapass ES"* offices and E§D projects in 51 cities and 29 states 

■ . ■ ■ ■ ■ . . • • . , . • '' ^ , . . 

*and the^District of Golumbxai as well as statewide coverage in six states. 

For ptirposes of analysis/ the expansion p£ the bonding program during its 

E§D phase can be divided into four categories: (a) expansion to individual 

cities iti response to requests from Employment Service officials, (b) expansion 

to include all of the target cities designated by the President's Committee on 

"Manpower (the future CEP I cities), (c) expansion of the scope of projects 
from individual cities to a statewide framework, and (d) expansion to provide 
service to the Section 251 Inmate Training projects. 

While the specific motivating factors for each of the four expansions 
differ, there are a'number of xinderlying factors which they hold in common. 
In the first plac&, they represented a continued vote of confidence by OPER 

- ^in the utility of the program. In each case, the decision to expand was made 
^because OPER staff members believed that the E§D bonding projects were proving 
helpful to jobseekers and that further expansion would represent a means of - 

promoting greater atilizativon of the E§D -program: 'The decisions to expand 

' ■ . ... • ■ 

were also affected by a growing realization that the prbgram could be of Service 
^to all ex-offender job seekers, rather than primarily to ex-offender MDTA 
/training project graduates as originally envisaged. (iTiis change in emphasis 
of the bondin'g program target population is discussed in greater detail in 
Section -5.4. 2vbelow.) ' ' ^ . V " ' 

In addition, it should be noted that all four expansiops represented 
responses by^OPER to initiatives taken by .Departm'ent pf Labor agencies other 
than OPER, and by State and local manpower agencies. vThis demand for ijonSifig 

O ■ y ■ • . ■ ' 

is in itself significant, vindicating that operational agencies were looking 
positively at a product of E§D. The meeting of these demands thus 'represented 
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a confluence of the OPER desire to see E§D products utilized and the desires 
of others to see better services for clients of manpower programs. 

During the early months of the implementation phase of the bonding program, 
there were two separate program orientafions within the Department . Many 
officials, including key OPER staff, felt that the E§D bonding efforts should. :;., 
be viewed as a* ^^feasibility study.'* As such, it was important to implement 
the project in a large enough variety of sites to permit some judgements^as 
to geographic Variations In performance. But it was not, from this point of 
view/ worthwhile to expand the project simply to offer bonding to mora job ^ 
applicants, * . 

In the words of on^ OPER administrator: ^ > 

There was pressure to expand the program and malce the service 
available to more people, but I felt it was important to hold the * 
rein, on expansion. 

The reasons for this are spelled out in a memorandum from OPER to USES dated 

October 5, 1966: ; 

I am dubious.*. about the wisdom of increasing the number of 
cities when we already have enough^ cities involved to get the 
■o 9ort of knowledge-^development we are seeking^ . 

Adding more cities just to get the available slots put to 
use more quickly is"5oiand for an operating program sfeeking' 
''numbers'' but just makes more. cumbersome an effort seeking in- 
sights.* " ' ' • . 

Proponents of this "experimental" position were primarily concerhed with 
conducting the Trainee Placement Assistance Demonstration Projects in a manner 
which would insure the ^collection and analysis of sufficient data to tnore ade- 
quately assess progr^ resul't^. This concern for the adequacy of available 
data often came up when "requests for expansion of the program were made. 



♦Internal OPER Memo, dated October .5, 1966. 



This ••experiinental" approach can be contrasted the ^'provision of- 
service" orientation. Holders o£ this point o£ view did not feel that it was * 
necessary to wait for more data to be collected and analyzed. These individuals 
believed that the program's utility had .been demonstrated. During the early 

months of the Trainee Placement Assistance Demonstration Projects, this con- 

■ .. . • • ■ 

viction appears to have been based primarily upon the inherent^lpgic behind 
the bonding program-;^namely, that it served to overcome barriers to employ- 
ment , almost by definition". 

During the subsequent menths and years, conversations with Sponsors and 
review of the available data—primarily data concerning the numbers of people 
bonded and the^low percentage of them who had defaulted--served to reinforce 
the belief of many Departmental decision-makers that their initial feelings, 
about the utility of the program were^ justified. ^ 

Whea issues of program expansion arose during the first year of implemen- 
tation, the "provision of service" point of view generally favdred such action 
on the groundk th^t it wOuld provide a>ne(8ded^:Service to more job applicants. 
The expansions to the future CEP and "251" cities were promoted on the ground 
that the Department had a strong commitment to the disadvantaged and Inmate 
Training participants in these cities. Thus, in order to meet that commit- 
ment, it was felt necessary to provide every possible "weapon" for the "arsenal" 
of program operators* Similarly, the statewide expansion was justified in 

terms of providing the^service to more people in the effected; states . 
« * *» ■ • 

With the passage of time^ however, there was a growing consensus within 
OPER that' the available informati'on was sufficient to demonstrate the sound- 
ness of the approach to bonding being implemented in the E§D projects. This 



. in turn led to a conv.ergence of the t^^^ those concerned with 

an experimental approach began to favor a carefuUp* planned expansion of the 

program in arder to promote the wider utilization of -the E^D project while 

building towards its evehtuar implementation as a national program. This 

generally .coincided with the expansion of service point of view, 'in terms of 

^ its ^effect on program decision-making. The remaining differences concerned 

primarily such issues as whether or not expansion was -appropriate in a par- 

• ticular set of ciroumstance^. One OPER^ administrator saw this as an isi^ue of 

planned versus indiscriminate expansion: 

My view was that we shouid not build up the number of .sites as 
if we were running a mailihg list, that is by adding whoever asked 
for it. . ^ • ^ ■ 

The pattern we were trying to develop was that, on a limited 
basis, we would add a few sites that offered particular promise for 
one reason or another. We would not, however, proceed on q. whoever- 
asks-for^it- gets-it basis. . 

In most cases. Departmental policy initiatives were considered by OPER 
staff to be legitimate ^reasons to expand the program; the major concern in 
; these cases was the availability of OPER 'and USES staff who would be called 
upon to administer the new bonding projects. Thus for example, once a mechan- 
ism was developed to provide such administration by a contractor,, there were 
no remaining objections to expanding bonding to the ''2Sr^ projects, 
(a) Expansion to Individual Cities 

OPER and USES officials were the recipients of requests for information 

about the bonding program, and far inclusion in the experiment, withiTi months 

i)f the' initial implementation of the program in Jiine, 1966. Word about the 

bonding program appears tq have spread largely through informal and unofficial 

■ . ^- , /. ' _ . , P 

channels during the first/ months of program implementation, and despite the 

■ . ' ' ■ * " ' •. .' * / ■ . ^ ■ 

absence of any data on program results, a number of ES Local Office staff 

> . ■ . ti 

began tp initiate requests' for bondirig services. 
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^ As is discussed in Section 5 •4.1 below, the/bonding program was originally 
seen^s a '^self-implementing program," and program publicity was discouraged. 
The initial low level of bonding placemenjts, however, soon forced a revision of 
this concept. With this revision, articles about the bonding projects were 
encouraged, -both in local papers and in manpower-related journals. Thus, 
for example, publicity for* the program included a December, 1966, article 
in the Employment Service Review .* This increase in the quantity of formal 
descriptions of the program in all likelihood contributed to the informal ^ 
process of learning about the prpgram, and thus to accelerated requests for its 
expansion. 

In general, these requests were sent through the USES Regional Offices 
to the USES National (/^ice and from there to OPER, At times, the requests 
included some ''experimental" justification. Thus, for example, the request 
foij^^cpansion of the program to Kansas City noted that "Kansas- City is a dif- 
ferent type of community, is smaller than any of the (original) demonstration 
cities,*'** Another example was the case of Portland, Oregon. The justifica- 
tion for expansion to that city included the assessment that: 

The ES man has done a hangup job in laying the groundwork ^ 
for its (the bonding program* s) use--something which we could use 
as a model for proper implementation of the Bonding Assistance 
Demonstration Project... 

(In Portland,) we have a guy who has done some "homework" and 
' legwork to find out just how we could use the bonding authority if 
we had it. * He has already lined up the principals involved in mak- 
ing the program work and has obtained their cooperation and some 
commitments. If we extended the program to Portland, it would give 
us a chance to see just how well the idea of "preparedness" works, 
as opposed to our thrusting the Bonding Assistance Demonstration 

Project on an agency and asking it to'make it work.*** 

0 



*A reprint of this article is included in App^endix A. 
**Memorandum from USES to OPER, dated September 19, 1966 . 
. ***Internal OPER memorandum dated January 19, 1968. 
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Mn addition to thi$> contacts between the Oregon Employment ^Service and Oregon 
Parole^Boa^d gave indications that between 25 and 50 individuals could be 
bonded right from the start "far more than more agencies have done in Ih 

years of operation*" * 

^For the most part, however, the requests for expansion to individual 
cities stifessed concerns other than furtherance of objectives. Thus, 
foj^ example, the Kentucky State En^loyment Service sought expansion of the 
Program to Louisville because o£ the "difficulty in placing Negro men and 
because of police and court records."* 

The following excerpt from, a Departmental memorandum exemplifies 
the "expansion of services" justification for progra'n expansion:/ 

The -Minnesota agency is interested in having a bonding program 
for the Twin City SMSA. With the start of WIN, CEP, and Model Cities 
programs in Minneapolis and St* Paul and the agency's continuing 
effortis through MDTA and HRD td reach the disadvantaged, we feel 

Minnesota could make effective use of- a bonding program/ 

.* - ' ■ • ' 

In addition to the above mentioneTd employability programs,^ a 
MDTA correctional institutional project has just been funded for 
Stillwater State Prison. We feel that a bonding program would be 
of considerable help to the agency in developing jobs for inmates 
completing training under this program.** 

There was no mention of any experimental or demonstration purpose anywhere 

in this .memorandum. 

The OPER response td these requests for expansion was mixed. In those 

cases where there appeared to be "particular promise, ".they were accepted. 

Where expansion appeared- to be "indiscriminate" it was turned down. As* a 

result, Kansas City and San Francisco were added; ta the program in 1966; a 

nuunber of cities in Ohio were added in 1967; and Portland, Oregpn, entered 

the program in 196S^. Many other applicants were rejected* 



JC 



♦Internal US^S memorandtun dated December 13, 1967. 
** Internal USES meaorandiun dated AugCist 6, 1968. 
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(b) Expansion to the PCOM Cities 

As was discussed in Section S, the bonding program was implemented at 




development services to the disadvantaged . Thus, when the President Vs 



Committee on Manpower (PCOM) designated 19 cities as targets for a new do- 

ordinated approach to serving the disadvantaged (later to be called the 

Concentrated Employment Program--CEP) ^ requests weis^ made to OPER to expand 

the bonding program to serve these cities. A number of OPER staff had been 

active in the development of the CEP program and were thus fully in accord 

with the idea of providing the new CEPs with every available job placement 

tool. . . 

XJiven the growing consensu$ within OPER that bonding was assisting the 

placement of ex- offenders, expansion of the program to these citiep was 

seen as furthering the provision of service and promotion of E§D utilization 

objectives. Because of this, there was no doubt that such an expansion was 

appropriate* In the words of one OPER official: 

I did? say oTihs^an e)^pandmg the bonding program to the Concen- 
trated Emifloyment Pro-am Ciyies. It was good for the CEP peojjle 
to have every availableytopi^for helping ex-offenders and we be- 
lieved that bonding woul^be useful in this regard. 

The decision to include, the CEP cities was made in March, 1967, resulted 
in the inclusion of Boston, Newark, Philadelphia, Pittsburgh, Baltimore, 
Cleveland, Detroit, San Antonio, Houston, New Orleans and Birmingham in the 
program. (The other CEP I cities were already participating in the bonding 
demonstration projects.) 

(c) Expansion to Statewide Scope 

♦ 

The expansion of the' bonding program to cover six entire states also 
represented a coming together' of the experimental and provision of service 
points of view. Requests for expansion of the program to Statewide scope 
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and Statewide (as opposed to ES Local Office) sponsorship were made largely 
for provision of service rationales. In each case. State Employment Service 
personnel heard about the bonding program and wanted to make it ayailable 
more widely in their jurisdictions- At the same time, the expansion to State- 
wide jurisdiction Was a major plus from the experimental point of view because 
it represented a possible model for the delivery system to be adopted under 
a national operajtional program. Expansion to Statewide sponsorships thus 
provided OPER with the opportunity to gather useful information on which to 
plan the tx^Hisition to the national program which took place in 1970. 

As in tTie case of the other three expansions', the initiative for State- 
wide sponsorships ^^g^'fr^^ outside OPER. As in the case of expansion to 
individual ^^l^e^ the^^^^^^^ came from the State Employment 

Services and their local affiliates, and were channeled through the United 
States Employment Service. In general, the requests for expansion vcere 
responses to two kinds of circumstances: 

• Administrative problems resulting from requests for bonding 
made to ES Local Offices from parts of the State which were 
quiti^ distant from those offices 

• Administrative problems resulting from a situation in which 
there was more than, one Sponsor within a State and little 
coordination among Sponsors. 

In both of these circumstances, the arguunent was advanced th^t coordina- 
tion of bonding activities could be best accomplished by designating the State 
Employment Security Agency as the Sponsor and allowing tftit agency to develop 
cooperative activities among its Local Offices. ^ ; 

Because of the convergence of experimental and provision-of-service * 
points of view, the decisions to expand to Statewide scopf' were thought to be 
easy ones, in response to these considerations, the bp^^Mng program was, ex- 
panded to Statewide status in New York, California, UJ^ois, and Missouri in 



March, 1967* Subsequently/ Statewide bonding was introduced in Ohio and 
Oregon, bringing the total number of Statewide sponsorships to six. 
(d) . Expansion to "Section 251"' Inroate Training Projects 
The e3q)ansion of the bonding program to include^ of the inmate ' 
; training projects authorized under Section 251 of the MDTA was, in many ways, 
the most critical step in the progression from a limited number of projects 
to the status of a national program. This expansion resulted in the designation 

and training of bonding Sponsors (staff called bonding certification agents, 

»■■■-' . ' , . 

BCAs) in twenty-four States, representing a significant increase in the geo- 
graphic coverage of the project. The experience gained through the 
administration of the greatly expanded bonding program was therefore particularly 
important in decision-making relative to the eventual expansion to national 
program status. 

The rationale for the expansion of the bonding program to encompass the 
"graduates" of the more than thirty inmate training projects authorized under 
Section 251 of the Manpower Development and Training Act was directly parallel 
to that of the expansion to the CEP I cities* In the former case, there was 
/ an exceptionally strong "provision of service" rationale because of the De- 
partment's commitment to the disadvantaged. In the latter, the r.ationale 
was the growing Departmental commitment to offender rehabilitation/ 

In short, expansion to the inmate training projects would provide benefits 
and provide additional information which would be useful in decision-making 
relative to the eventual implementation of" a nation-wide program. These 
reasons, along with the enthusiastic backing for the experimental and demon- 
stration inmate training progt^ in OPER, led to a general agreement to pro- 
vide bonding once the "251" p^rojects were operational and trainees were entering 
the- job market.' 
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Itowever, when this time came, in early 1969, there were several adminis- 
trative barriers in the way of expansion o£ bonding to these projects^. The 
^fiiitding situation for future bonding activities was uncertain and thete were 
[*no, available staff within OPER to meet the additional administrative burdens 
\^ich, it was expected, would result from such an expansion. 

In order to overcome these obstacles^ an agreement was made with an on- 



going E§D project, the Experimental Manpower Laboratory for Corrections at 

the I^raper Correctional Center at Elmore^ Alabama, to modify its existing 

contract in-order to: 

explore the feasibility of maintaining and operating a 
central resource unit to administer bonding coverage to 
ex-offenders * . • The principal recipients of this 
bonding coverage shall be (but not limited to) ex-qf fenders 
coming from correctional institutions which are now, have 
been, or will be conducting prisoner training projects 
under Section 251 of the Manpower Development and Training 
Act as amended,* 

^In particular, the Draper staff were to conduct the following activities 

ff Organize and arrange an administrative program for providing 
bonding coverage to ex-offenders from prisoner training pro- 
jects under Section 251, as needed; 

• Organize and conduct training sessions for bonding certifica- 
tion agents from prisoner training projects ,Ainder Section 251, 
as needed; 

# Collect, collate, machine process, and analyze data gathered 
in operating the project, including a narrative analysis with 
recommendations for future implementation*** 

The Draper EQD project was one of the three original experimental 
projects in the nation instituted by the Department of Labor in order to 
test th^ feasibility^ of manpower training in eor,rectional settings. It 
was designed to demonstrate that the provision of training and related ser- 
vices would render the institutionalized offender employable upon release, 
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* Revised work statement for Contract 8201-69-06 ^ased upon Modification 1. 
** Ibid . 
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and hopefully would reduce the rate of recidivism,* The project had parti- 
cipated in the E5D bonding activities from tb,eir inception, and had been 
highly pleased with the results, submitting a recommendation that the program 
be continued because "it has been instrumental in placing graduates in many 
different jobs, even those for which bonding Was not an immediate requirentent,"** 

During the two-year period when the Experimental Manpower Laboratory was 
responsible for the Section 2Si prpjects, the Laboratory staff trained 31 bonding 
certification agents (including staff from State Employment Services and Correc- 
tions Departments), and responded ta questions from these individuals concerning " 

the conduct of the project. Laboratory ^taff originated more than 2,000 pieces . 

\. ' 

of correspondence to meet requests for information or to conduct related adminis- 

■ ' - Ji ■ 

trative activities and provided additional guidance'by telephone. In addition to 

this, the staff conducted an analysis of their activities including development 

of profiles of bondees and review of administrative procedures. The final report 

issued for the bonding activities in the "2S1" projects contained a variety of 

conclusions including: 

It is quite clear that the availability of bonding has helped 
job-qualified ex-offenders receive jobs they would not have received 
otherwise. 

As far as the effectiveness of a central agency's administration 
of the project, the?e have been only minor problems. . .it is estimated' 
that in order for a central agency handling about 30 agents to function 
as a training center, provide problem-solving atid question-answering 
services, and maintain data collection and analysis, a total of at . « 
least one day a week for a director, one half day a week for a typist, 
and two days for a data analyst are required.*** 



* The activities of the project; between 1964 and 1968 are summarized in 

The Draper Project; Final Report published by the U. S. Department pf Labor,* 

Manpower Administration. 

** rbjd., p. 89. : 

*** Bonding Assistance; A Demonstration Project in th e Prisoner Train ing Programs , 
pp. 12-13. , 



5,3> 2 Expansion to the Status of a National Program - 

Given the growing consensus within OPER that the Trainee Placement Assls- 

tance Demonstration Projects were provin;gt the feasibility and utility of bond- 

•■ . . ' ^ • . ■ 

ing,' it was only a matter of time be:^dre OPER staff would press for its 

adoption as a iiational program. The smooth record of previous expansions 

served to strengthen this conviction, and the continued demand for the progr^n 

from many parts of the country which were not ":yet pSfticipating provided still 
moife momentum. The requests for further expansion of th6 progrjaim included 

the following: '-""""^^ ' 

• Making bonding available. to each of the. nearly eighty cities 
which would have CEPs under a projected expansion of that 

.. program ^ 

•Making bonding available in those cities in which the National 
Alliance of Businessmen Job Opportunities in the Business Sector 
(NAB-JOBS) approach was being developed 

• Making bonding available in the cities in which the "Comprehensive 
Model for Local Office Reorganization* (COMO) of the United States 
Training and Employment Service" was being implemented 

• Making bonding available to additional Employment Service offices 
* which were requesting, it • 

Thus, for example, in the COMp cities, the traditional ES office struc- 
ture was being revq^ed in order to better match service delivery to the needs 
o£ job applicants. Part o£ the COMO model involved intensive employ-ability 
development services for the disadvantaged.* USES policy makers therefore 
advanced the argument that the availability of bonding woi^ld be another useful 



service which the COMO ES Local Offices could offer to help the disadvantaged. 



This argument was accepted by some* OPER officials, as can be seen in the ^ 
following' excerpt from an OPER memorandum: 

• We could extfend bonding to those (three of the six COMQ) cities 

that do not now have it without any trouble • Un:^t usage would be 
minimal for the first 3 to 6 months^ I think we should.* 



* Internal OPER memorandum, dated iluly 15, 1970. 



r 
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As in the case of the expansion to "251" prdjects, these proposed ex- 
pans io»s would have placed an additional major administrative burden on OPER 

staff. Expanding the program nationwide would, it was thought, have the . 

♦ ■ 

effect of providing bonding at all^ ^^cal ES offices in the country, thereby 
ensuring its presence at the expanded CEP^, NAB-JOBS and COMO cities without 
any such-additional burdens. 

In shorti OPER was faced with; a virtually unprecedented situaticfti in 
terms of E§D programming: program operators were pressing to implement a 

product of experimental and demonstration activities with no pressure to do 

• * • •- f 

so by the E§D staff, with no^money available to pay for staff to run the pro- 

■ t ^. ' ' ' ' ■ ■ "■ ■ 

gram^/^nd with no assurances that either the Congress or the Department wsfs 

- ■ ■ r - ■■ ■ , * 

■ - -■ ■. , ■ . ■ - , . , - 

willing to fund the program indefinitely. ^ _ 

Another rationale behind the decision to "go national" was the strong 
feeling. within OPER that "you shouldn't fund a program out of E&D forever" 
and the accompanying consensus that there was enough evidence to show that 
bonding should become an operational program. * 

Seeft in this lights the decision to expand the Trainee Placement Assis- 
tance Demonstration Projects to the status of a national program represented 
the choice of one of the two basic options foreseen by lEQD program designers 
at the commencement of their efforts. According to the procedures under 
which E§D projecfe were designed and operated, experimental projects would o 
either be shown to be useful and viable or they would not. In the former 
case, the projects would be turned over to an operating agfency so that newer, 
E§D projects could take their place. In the latter, they would be terminated 
for the same reason — to permit the development of additional E§D activity: 

I have always emphasized that we were squeezing out time and 
money for new projects by holding on to old ones. Our function 
was a broad one to find out about an idea; But this means to 
abandon^" it after you ndrture it. It's got to go sooner- or later, 
and if it dies, we learn that it had-no staying power. It is 
• .therefore necessary for operating agencies to pick up a program 
after we are done with it, or else it must die. 

78 ^ 



Because of this, it was clear that OPER would have to give up responsi- 
bility for bonding "sooner or later.'* TTie ''sooner** position gained in 
strength as the conviction grew that bonding had arl ready: proven itself to be 
useful. Although the factual basis for this cone lusioi) was liinited--;Consisting 
primarily .of data on numbers bonded an the low default rate--a consensus grew 
that bonding had an important role to play in future ^operational manpower pro- 

gramming. / ■ 

of several Departmental ;o£ficials are typical: ^ 

To ^y knowledge, bonding^was the mos,t successful program ^o 

come out of, E&D. .. / • ' 

■ . * ■ ■ • ' .-^ 

I am proud of the program. I ^ think it is one of the better, 
things the Manpower Administration has ever done. 

My randoinly gathered informatibri on experiments with Jjonding 
indicate that the programs h4ve been rather successful, and at a 
low Federal cost.* ' 

/ For all of these reasons, the depision to make boncling a national program 
appeared to represent logical'*^ extension o£ the E&D objective of promoting 

" ■;■ / ■ ■■ ■ " • ■ 

the' utilization of its result^. The tinjing and details of the transfer to 

ft ■ 

operational national-status were, however, dependent upon resolution of a . 

■.4- • ' ' ' ' 

• \ » . * \ 

nujtJjjer of technical isisues concerning: 

^ • the legal (legislative) authorization for a national bonding 

the commitment by an operating agency of sufficient staff and • 
funding to insure adequate administration of the program. 

During 1969 ansi early 1970, OPER staff sought to find acceptable ways to solve 

these problems* By, the summer of 1970, a satisfactory set of agreements was 

completS^d with the USES; agreement was reached at that time to transfer 

responsibility for program administration to that agency in January, 1971. 



r 0 

*Internal USES memorandum dated July 30, 1970. 
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OPER staff members had generally agreed that the ESC "bonding projects could 

be traiisf erred to the "Employment Service if they were pijoven to be useful,^ 

According to one of them: V ^ 

There was no doubt that the ES should get it if bonding were to 
become a national program. It should be an ES program and so the 
USES should run it. 

At the same time, however, there were a number of concerns among Departmental 

staff concerning UiSES administration of the proposed national program. There 

was some doubt whether the USES would assign enough staff to administer the 

program properly and* whether sufficient- funds would be committed, to the pro-^ 

gram to continue an an effective ipanner. This second concern-is exemplified 

by an excerpt from a Departmental memorandum: 

One of the problems I see regularly is the reluctance of the 
ES state peojjle to ''carry the ball." My impression is that many 
^of them view "this program as just another bother from Washington, 
or a boondoggle, or a strain i^on an already strained staff, or a 
reward for people who should be punished; or they are afraid to 
bond anybody for fear^ of default and a blot on their (ES) escutcheon, 
...many of them have little or no creativeness or desire to use bond- 
ing as a job development tool,* 

^ Many of these aspects of ES Local office operations were acknowledged, 
by USES staff. As a result, a number qf site visits and training sessions were 
conducted either by USES staff along or in coordination with OPER. But these 
efforts did not jresult in full OPER confidence that the Employment Service 
could properly implement the program. 

In "short, the USES was considered to be the logical candidate to admin- 
ister the program, but there remained some doubts about the commitment of 
the Employment Serydce to run the program effectively. This dilemma 

was summarized by one OPER official in the following manner: / 

- < f .. . \ 

Our problem was to get the program to the f S to be us'ed as^ 
an operating (placement) tool and then to make sure that the ES 
paid enough attention to it. 



♦Internal OPER memorandum, dated January 19, 1968. 
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The resolution of these concerns about the Employment Service, and! the 
related legal/ legislative issues, occurred in the summer of 1970, The originaa 
MDTA Section 105 authorization for the bonding program expired at the close of 
Fiscal 1970. As noted below, tlie Department decided against seeking renewal 

< 

• of this authority due to a broader policy decision agiinst seeking perpetuation 
of categoirical legislative authorities at a time when decategorization , 
wa.s being stressed! As a result o£ this, during cailendar 1970, a number of 
agreeme^nts were reached to provide continued funding for bonding from other 
sources. In part, this funding was. drawn from^the general E^D authorizing 
language in Section 102(6} of the Act. But in addition to this,, the USES 
agr,eed to seek funding, for the program and eventually was able to utilize 

4100,000 of MDTA Title II imapportioned account funds for this purpose. 

This agreement by the Employment Service to fund the bonding program 

through Title- II funds was perceived as a major breakthrough by OPER staff,- 

signaling a major commitment to the program. The first written evidence of 

this commitment by the USES is contained in a memorandum from an Assistant to 

the Director of the USES to one of his subordinates in July, 1970 which 

noted the apparent success of the program and then asked the question: 

Since the program has been funded by E^D for the past few 

years, I wonder if now isn^t the time to consider going nationwide 

with it?* . ^ 

» 

With both the funding and legal authority issues resolved, the USES 
and OPER reached agreement upon the level of staffing to be assigned to the 
bonding program at the National Office le^jel, and planning began for the 
transfer of the bonding program to national program status. i 



* Internal USES memorandum dated July 30, 1970. 

88 8i 




In the fall of 1970, USES an* OPER staff met frequently to plan the ^ 

. ■ ** " • ■ * ■ .< 

process of transition. After several meetings with the McLaughlin Company, 
it was agreed '^that no contract modifications were required in order to accommo- 
date the proposed expansion. Agreement was reached that there would be clear 
advantages to both the Department and the McLaughlin Company if a new procure- 
ment were avoided; and that United Bonding Insurance Company should continue 
to serve as underwriter --at least during the initial period of nationwide 
operation. The stated reasons for this included: 

• The United Bonding Insurance Company has 'developed unique 
capabilities in handling the Bonding Project through four and 
one-half years experience — e;cperience which will be available 
in making actuarial decisions and eSvaluations, 

* ■ 

• United Bonding has already established a computer system designed 
to handle the program and reports and is willing to adapt it as 
necessary. "^^^ 

• A certain rapport has been developed between United Bonding 
' officials and State ES Staff! 

• Dealing with new and different groups of people requires reorien- 
tat ion, and results in a lack of coordination and continuity along 
with the loss of the "personal touch." ^ \ 

• Both the United Bonding staff and MA Staff feel that a shift to 
other insurance carriers will jeopardize the entire Bonding 
Program. * 

The proposed rationale for the creation of a nationwide Federal Bonding 
Program and the operating procedures for the program were drafted in the USES 
and revised considerably in response to suggestions made by OPER staff. 
Agreement was reached that the reporting system based upon MfN^lO forms would 
be terminatfed once the E§D phase was fully completed-in June of 1971. 

Finally, a training program for fiitur^ Sponsors of the Federal Bonding 
Program was held in December, 1970, with participation from both USES and OPER. 



*Internal USES memorandum, dated September 17, 1970. 
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With the completion of' t|lese steps, expansion to nationwide status could 
proceed. Formal notice -of the expansion was contained in Training and Employ- 
ment Service Program Letter (TESPL) 2624, dated January 25, 1971. The stated 
purpose of the TESPL was to "announce the expansion of the Federal Bonding 
Program on a nationwide basis, thereby making it available las a regular part 
of the placement process* in all local State Employment Service Offices, and 
to transmit guidelines for program operation."* 
5.4 Program "Design Changes 

During the period when the bonding program was expanding from ten indi- 
vidual projects to the statu^ of a national program, a niimber of basic changes 
) ..." 
, in program design were implemented. These included: 

• encouragement of program publicity, flexibility, and the abandon- 
ment of the "self-implementing program^' conpept 

• redefinition of target p6pulation 

• • an (attempted) addition to the reporting system to permit 'collec- 

tion and analysis of data on "bonding assists" v * " , 

• the relaxation of restrictions on bonding unit utilization 

• the renegotiation of the price per unit from $1.75?^to70 cents per 
unit - / . ^ . 

• the modification of the contract in order to require the under- 
writer to take on program participants through normal commercial 
channels if such requests were made after eighteen months in the 
prigram. u 

On the other hand, thefe have been no significant changes in program de- 
sign because of the transition to the national program or since that 
time. This continuity appears to be primarily the result of the general ton- 
^sensus within the Department that the prbgram has been proven useful and thus 
i^equires no changes. In the absence of any major problems which have come to 
the attention of the USES administrators, it has been felt that there is little 



*Page 1. The full, text of the TESPL (including three attachments) is 
included in Appendix A to this paper. • . 
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reason to ^question theso widely held beliefs and that there is little basis 

upon which changes should be instituted, ' 

S.4A - Encouragement of Program Publicity^ Flexibility and Abandonment 
of the< Self --Implementing Program Concept 
' ' • • . • ,• ♦ 

During the bonding program design phase, it had been believed that the 

Trainee Placement Assistance Demonstration Projects would be a "self-implementing 

program;" that is, that the program could attract a sufficient number of par-^ ^ 

ticipants to achieve the experimental objectives without any promotional 

activities on the part of program SponsorSf 

' ■■ t) ' ' ' • 

This belief was held for several reasons. First, the notion that demand 

for bonding would be brisk led to ccjncem on the part of the planners that 

' ■ ' . • ■' * ■ • 

too much publicity miglit result in consumption of all available units before 

there was time to collect and analyze sufficient data concerning the bondees 

and their on-the-job. experience. 

4 

Secondly, it was feared that promotional activj.ties would be counter- 
productive in that they might le^d employers to require fidelity bonding 
for ex-offenders even though they had not done so in the past. (This would 
have resulted in a short run increase in demand for utilization of the bonding 
program. But it was seen as counter to the longer run hope of minimizing 
o'r even eliminating the need for special government supported bonding programs,) 

For these reasons, bonding program Sponsors were warned repeatedly against 
"overselling the program." This message was stressed in the May, 1966, pre- 
^mplementation training conference for Sponsors and in informal communications 
betv/een the Department and the Sponsor's. One participant in the conference 
remembers being warned to avoid a "precipitate stampede of potential bondees."*" 



^Report of a Bonding Sponsor, "The E&D Project: The First Four Months,' 
landated. 
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As the program was implemented, however, it soon became cleat that 
the problem was not too jnany bondees; it was too few, TTie bonding projects 

. • ■ . \ * - ■ ■ ■■ • " 

were considered to be operatibnal in late June, 1966, A strong internal 

OPER memorandum in August, 1966, reacted to the fact that only a do?en 

I)eople had been bonded during the first full month of bonding, 

. • * • 

The progress on bonding is so 'meager as to suggest failuire. 
Give me a report on the stepal you plan to make to make sur^ we do 
all we can to make it a success.* , 

V ■■ 

A report for the Secretary prepared at roughly the same time was more 
cautious: . ' 

First returns indicate that Government financing may not 
be a very significant a%d in overcoming barriers to employment 
for such persons. 

In the first six to eight weeks of --pilot operations by ten 
agencies, only 13 placements with such assistance have been made. 

Whether t\}is means only that more start-up time is heeded or 
that inability to secure commercial bonds had been used as an 
excus^ to detty employment rather than a genuine problem remains 
^ to be seen; the next three to four months should provide strong 
evidence on this.** 

The evidence of the "next few months" referred to in this memorandum is 
presented in Exhibi^Snd below. As thi? figure shows, the pace of new certifica- 
tions did not increase dramatically in^ the months after tho. August memoranda 
were issued. By the close of calendar 1966, only 74 individuals had been 
bonded. Roughly half of these individuals had been bonded through the six llftU 
projects which had been serving as .Sponsors; roughly half hadjbeen bonded by 
the (originally four and then six) ES Local Offices which were also sponsoring . 

*Internal OPER memorandum, dated August ^19, 1966. 
♦♦Memorandum for the Secretary of Labor, ^ dated' August 18, 1966. 



65 



ERIC 



3Z 



Exhibit 5-1 
Initial Progress in Bonding Program 
(Calendar 1966) 



Month 



Number of New Bondees 



No. of 



Net 



June 

July 

August 

September 

October 

November 

December 



1 

6 



Terminations Bondeas 



Total Ccrti- 
ES Offices ESP Projects fixations 



6 

• 6 

10 
0 



13 



1 
12 
11 

7 
17 

8 

18 



0 
1 



2 
3 



1 
12 
18 
25 
53 
39 
54 



Totals: 



38 



36 



74 



20 



86 
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bonding projects. Moreover, 20 o£ the 74 bondees had already been terminated 
by that time, leaving a total active bondee population of only 54 by the end. 
of the first six months of * operational program activity. 

This disappointing initial record led to a number of investigatory activi- 
ties on the part of Departmental ^^staff. USES staff members.^ conducted field 
visits to the four ES bonding Spoii^|s^ 

report covering these visits indicated that ES Local Office staff believed , 
that the following factors were serv/in^ as major barriers to the full utj.liza- 
, tioiv of bondiffg -service: ^ » 

• Employers simply do not want to hire felons. . «Bondability as a ^ 
hiring requirement has frequently been used as a discriminatory 
device to screen out ex-offeni,detS* / 

V Legal restrictions frequently bar fiiora suitable employment persons 
whom the. Employment Service dbuld now bond. 

• The tight labor maxket (of 11966) has^'caused employbrs to reduce 
hiring requirements (and therefore) more^jobs are now available 
without bonding as a requirement. ' ^ • 

• Some bonding companies insist on an exclusive contract covering 
all employees (and therefore employers choose not to participate 
in the federal bonding program, for»^ f ear of jeopardizing their 
bonding coverage on all othet employees!. 

•* The shortage of work-qualified applicants for presently bondable 
positions restricts full us^ of bonding service** 

It should be noted that these factors were based upon the impressions of 

ES Local Office staff; there were no Sf f ort^Jto determine, for example, the 

relative importance of each of the listed factors. 

At the same time that the ES field visits were underway, the OPER (DMPP) 

« 

planners who had participated in th^ bonding program design were given the 

■■ I ' ' ' 

assignment of reviewing the (lack of) progress of the projects to date, and 

preparing thair own analysis. , ' 



*Intemal USES memorandum, dated October 12, 1966. 
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Both the USES and OPER reviews o£ the situation came to the- conclusion 
that certain aspects o£ the program as originally implemented were not 
particularly effective* and it would therefore be appropriate to revise the 
"model" somewhat in-order to learn about the usefulness of different tech- 
niceties and pr£cedures. In particular, it was cone:luded that the concept^f 
a self^ appropriate. Sinee bonding 

without publicity was atttactxnjg a limited number of progranr participants, 
it was decided that it would be useful to learn whether or not the addition 
of promotional activities would make any difference. Accordingly, ^ctiolis 
were taken to promote bonding among ES and BSD Sponsors, among employers, 
and among insurers: • 

. • . - * ■ 

Local Office staff hav^ ^jeen advised by- the National Office 
• ' to actively promote the bonding project; with both applicants and , 
- fjmployers.* • * * 

^^lir our judgment,' it is now abundantly clear that this program 
is not s^af-implementing. It has to be sold not only to employers, 
,but also t^vthe surety bond industry**, 

. • ■ t m 

Ultimately, staff time will have to be spent developing re- 
^ latioriships with selected employers and social welfare organiza- 
tions conceifned with rehabilitation of offenders, etc., to utilize 
the existing reservoir of empathy to make available" jobs to client ' ^ 
groups; One should not have to ''spll'V every employer in Chicago 



to place the^few hundred bondees in oi^r program 



Following their* review' of these findings and conclusions, OPER pfficials 
decided to schedule a training session and ''seminar** in December, 1066, for 
the purpose of gaining adclitional feedback from Sponsors and for transmitting 
suggestions for improved program performance. ' • > . . ' 

. , m * * 

The two-day sessionAwas designed specifically to: 



*Internal USES^taemorandum, dated October li!, 1966. ^ 

' . . . '* > ' 

**Internal OPER memorandum, dated September 7, 1966.' y 
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...S(iek out why certain USIiS officers are using slots and others 
are not; and why certain of our (BSD) Sponsors have not filled 
even one slot; and finally, what can be done to make this program 
work.* 

* The results of this .conference reinforced many ^of the conclusions reached 

by the QPER and USES staff in their earlier reviews and monitoring effrfrtSj 
. * * ♦ • 

• 'Although bonding was an important barrier tb employment of ex- 

offenders, removal of this barrier does not guarantee placement; 

• Additipnal flexibility wis necessary in administering the projects . 
at the local level ; • * - ' 

• TJ;iere may be major benefits from innovative promotional activities 
by Ipcal- Sponsors. v " • 

Each of these is described ielow. : - « 

J^a) Bonding as. Necessary But Hot Sufficient 

[ Reports from sponsors of E^D*prpjects had often suggested that bonding 

was a factof in*the difficulty of^placing ex-offender trainees.,. The initial 

months of experience with the Trainee Placement Assi^stance Demonstration ' 

Pftfjects indicated that although bonding was necessary in many'ca^es," it 

\ ' 

Vas by no means sufficient in overcoming employment barriers. In other words ,^ 
ex-offenders with bonding v^ere still facing problems -due to^ lack of stable 
wqrk records, employer prejudices, and so forth. This conclusion raised 
qufestrions concerning whether "numbers bonded" was a^ meaningful^ criterion for« 
usefulness of the program. ^ , . • . » 

(b) Need fo'r Flexibility ^ ' ° „ 

Durit|g the first months* of the project. Employment Service personnel 

* • • • 

were 'found to be exc ceding ly\lcautidus in determining whom t^iey shodld bond 
in order to be assured that they were bonding the "right people." - In general, 
l-S Loca4 Office staff appeared to be gnwillirtg to "take a chance" on "a bondoe 
unless the eligibility J3f that indivi^dual were clear from .some prodeterminbd 
guideline or regulation. 



*Internal OPER memorandum, dA:ed November, 1966. 



Given this attitude, OPER staff members began to givb increased emphasis 
to encouraging Sponsors to' be flexible in determining who^ should be bonded 
and to takd a chance on men and woiuen who were ...able to meet the single 
criterion: "could be placed in a job except *for the fact that they cannot 
be bonded." Thus for example, "bonds^ could be used for pases iit which 
employers refused to hire ex-offenders without them, even if there has bcC^n 
no previous requirement that employees *be bonded. This 'point was'^'s'b^essed 
in the December, 1966 meeting and at subsequent meetings as well, 

o The redefinition of the bonding program target group can Be considered 
another example of admipistrative flexibility. This redefinition is 
^discussed in Section 5.4,2 below. 

(c) Use of Promotiona l Activities , • 

• - • 

Given the small numbers of job seekers who had been bonded during" the 
early months of the program, OPliR staff members began to encourage publicity 
for'bonding activities in an effort to determine whether such publicity would 
maJyj any difference. 'In response to thig encouragement , .local Sponsors* 
initiated a wide '•range o,f ^promotional and related'activities. In several 
cases, posters publicisinjg the program were distributed.* "A supmiaTy of some 
of the other activities undertaken by most,.Sponsors is presented below; . 

• -The use of quotas for counselors and job developers. Cbuhselors 
were given a quota of profiles for potential bondfees to submit; 
job developers were given quptas for bonding job orders.; 

(* » • 

• Hlghr emphasis to bonding* program in staff meetings; active rola«; 
tionship between bonding co6rdinator*and c(iunscling staff 

Explicit attention t5 the possible objections, prejudices,, or 
fears which employers might feel concerning hiring ex-offenders , ' 
Discussion of these mattejrs at staff Ineetings. ' * * a 

issuance of explicit instruct fons to job developers to* "dis(?ii!j*i 
and promote the project witH employers during fie'ld visit!^ ami 
ticlephone calls," , * - ^ <> 



*A cepy o'f one of these posters is included in Appendix A to this paper 



• Explicit attention at staff ^neetings to techniques of explaining 
the availability of' bonding to individuals who might be conceal-- 
ing their need for this service. 

• Use of telyrision programs for publicity, especially ''Opportunity 
Line'^ p'rograms which seek to promote job matching through the 
Employment Service. 

• Attempts to contact all federal. State, and local penal institu- 
tions in the area to acquaint them with the project. Specific 
atten^ts to discuss the program with counselors and parole 
officers at these institutions. 

• Direct outrfeach to prospective parollees while they are still 
incarcerated. 

■«* 

• Distribution of promotional flyers to employers and relevant 
community agencies. 

Shortly after the December, 1966, training conference, the pace of bondee 
placements increased. Although analyses of specific sponsor techniques and 
rate of utilization of bonding units were not conducted, there was general 
agreement in OPER that the decisions to promote flexibility and permit promo- 
tional activities were good ones. 

This understanding was supported by the finding that those Sponsors which 

appeared to be bonding the greatest numbers of job applicants were those which 

appeared to have the most aggressive approach, and the greatest commitment to 

utilizing the program. Thus, according to one OPER official: 

There were some important variations in performance at the 
^ sites. The biggest factors were the man in charge of bonding at 

the site and the presence or absence of a screen-out philosophy 
• among ES Local Office staff. 

A USES official concurred, adding that there was a tendency on the part 

of some ES Local Office staff to **screen out those who needed the bonding most, 

because they **viewed their job of serving employers as more important in the 

long run than the promotion of ex-offenders into jobs that required bonding.** 
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5.4.2 Redefinition of Target Population 

As indicated in Section 4, both the Congress and the Department had 

thought that the primary beneficiaries of the bonding program would be MOii\ 

training program participants. But, as the' number of bonding placements re- 

/ 

mained substantially j^low Tntial predictions, greater emphasis wa$> placed 

LCipated in feaerally assisted. . .counseling** in the Sec- 
tion 105 bonding legislation. This clarification stressed the fact that 
since anyone coming to an ES Local Office or E5D project generally received 
some counseling, if he or she needed bonding to get a job, he or she could 
be considered to be in the primary target group for the program. 

In other words, OPER officials recognized that there appeared to be less 
demand for bonding on the part of training px^^am participants than had 
been anticipated, and they were flexible enpugh to adapt the program to meet 
the greater needs of other groups namely the general ex-offender popula- 
tion. Although the official program name remained the same. Trainee Place-- 
ment Assistance Demonstration Project, the OPER staff acted to redirect the 
program to a larger target group than MDTA trainees. 

The effectiveness of this shift in direction is perhaps most clear 
in the case of the program expansion to cover the **251** inmate training 
graduates. According to a report on this aspect of the bonding program pre- 
pared by the Experimental Manpower Laboratory for Correction^: 

As originally envisioned, [this aspect of the) bonding project 
was focused on helping the ex-offenders who had •*251** training, but 
as it turned out, the bonding project has been more successful in 
assisting ex-offenders with varied experiences and backgrounds who 
could not obtain the job without the bond... 
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An apparently significant finding in this analysis reveals that 
6 (5.2%J of the bondees had some 251 training .* 

In this case as others, the implementation of the bonding projects appeared 
to demonstrate that the program was useful for many ex-offenders > but not 
* primarily for the originally targeted MDTA trainee grouR^ 

This redefinition of the program target group and priorities was first 
presented to the bonding program Sponsors at the December, 1966, training 
session, and was re<*empKasized periodically at other training sessions. Al- 
though it is impossible to attribute any causal inferences to this fact 
given the available data, bonding placements appeared to pick up substantially 
following the December 1966 training. ^ 

5.4.3 The Attempted Addition of /'Bonding Assist" Data to the Reporting 
System 

The slow pace with which the bonding program got off the ground had other 
impacts upon the program design. As the total number of bondees placed remained 
significantly below Departmental expectations, a growing belief developed that 
the program was providing other benefits which did not appear in the available 
reporting system data. In particular, the belief developed and continued 
throughout the life of the program that the program was having widespread 
impact beyond the small numbers of individuals who were utilizing bonding units. 

Thus, for example, the initial field visits to ES Sponsors in the summer 
of 1966 revealed that Sponsors believed that there were numerous incidents/ in 
which employers agreed to hire job' applicants, once they knew that a bond was 
available for them . In other words, the belief grew that in some cases it 
wasn't the bond that was standing as the barrier to employment a,f ex-offenders, 
but rather, it was the "unbondability** of the job applicant, or the employers i 
belief that they could not hire such persons because their bonding companies 
forbade them to do so. 

^ Bonding Assistance; Demonstration Project in the Prisoner Training 
Programs , Experimental Manpower Laboratory for Corrections, 1972; p. 12. 
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In the fall of 1955, two State Employment Service Sponsors presented 
statistics which indicated that the number of individuals placed wheif employers 
merely knew about bonding far exceeded the number of individuals placed 
through actual utilization of the program. In what was to become one of the 
most widely quoted statist^ics about the program, the California Department of 
Human Resources reported that during the early months of the program, there 
wexe roughly eight "placements without bonding** for every bonding placement* 

In order to gain a more comprehensive understanding of this important 
effect of the bonding program, the USES staff developed the concept of a 
**bonding assist,** and defined it to be a placement which was made possible 
when an employer was told about the program and then agreed to drop the bond- 
ing requirement for the job applicant as a result. 

It had been anticipated that accurate records of such cases would have 
been possible as a result of the utilization of the MT-110 forms, but, as de- 
scribed above, these forms generally were only filled out for placements in 
which the bonding program was actually utilized. In response to this finding, 
the USES issued a memorandum in the spring of 1957, reiterating the importance 
of ES Sponsors acting to 

...instruct all the interviewers and counselors utilizing the bonding 
program to report all instances in which availability of bond was 
discussed with the applicant and the employer, and although no bond 
was certified, its availability was a definite factor in the place- 
ment which resulted. 

Compliance with this request was sporadic; only a few Sponsors reported 
bonding assists on a systematic monthly basis. The scattered evidence received 
by the USES suggests that the initial estimate of an 8 to 1 ratio was somewhat 
excessive. Review of a number of monthly progress reports from one State 
which produced regular reports indicates that in many months, the number of 
assists fell below the number of bondings. 
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But despite this lack of corroborating evidence, the original statistics 

IV « 

continue to be supported by observations by Sponsor staff, and the belief 
has persisted that the program is promoting large numbers of placements which 
do not show up on the monthly status reports* 

Thus, for example, the 1972 Experimental Manpower Laboratory report on 
the bonding experience with the *'251'* projects includes the following state- 
ment : 

It. is quite clear that the availability of bonding has helped 
several job-qualified ex-offenders receive jobs they would not have 
received' otherwise. • . * 

The data do not reflect the numerous job placements that were 
made by* (project staff) merely because they mentioned that the 
bonding was available to employers. However,* almost all (the staff J 
reported that they had placed several ex-offenders without having to 
negotiate the bond* It appears that the bonding project has had im- 
measurable far-reaching effects* The mere mention of the bond has 
apparently helped many ex-offenders land productive jobs** 

5,4*4 Relaxation of Restrictions on Unit Utilization 

As the bonding program developed and experience with bondees and employers 
grew, program Sponsors began to make suggestions to modify certain elements of 
the program design* Two such suggestions were advanced by a large number of 
Sponsors^ both informally and in reports to the Department* 

First of all, Sponsors indicated that employers often demanded bonding 
coverage in excess of the 10 units per month [$5,000 limit) specified in the 
contract with the United Bonding Insurance Company* Secondly, Sponsors felt 
that the one-year limit on length of coverage in the program directives was 
inadequate and might cause participants to lose their jobs after the one-year 
period was over* 



4 • ^ 

^Bonding Assistance: A Demonstration Project- in the Prisoner Tr>tining 
Programs , p* 12* 
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In response to these reporti^^, OPER staff considered relaxation of these 
two limitations on unit usage* There does not appear to have been any ubjectioa 
to these changes, probably because they would^lvave the double result of im- 
proving the attractiveness of the program to employers and of Increasing the 
still lagging rate of unit utilization* The following changes were therefore 
included in a June, 1967, McLaughlin i^ontract modification: 

• The maximum monthly usage of bonding units was raised from 10 
to 20 per bondee* This had the el'fect of doubling the maximum 
permissible coverage from $5,000 to $10,000* 

• The restrictions on length of bonding were removed so that par- 
ticipation in the program could continue as long as was necessary 
to enable employees to keep their jobs* 

5*4*5 Renegotiation of the Price per Bonding Unit 

■- — ♦ — ^ — * 

A contract modification executed on June 17, 1959, had the eventual result 
of lowering the premiums paid by the Department from $1*75 to $*70 per bonlling 
unit. This 60 o reduction in costs can be. attributed in part to the low 
default rate for bonding program participants ahd resulting loss expenieuce 
and in part to the exigencies of the Departmental funding cycle. 

The immediate factor requiring renegotiation was funding difficulties 
facing the program in the first half of 1969. On the one hand, there were 
plans to expand the program to the **251** inmate training projects, and possi- 
bilities of further expansion beyond this* On the other, it was doubtful 
whether sufficient funds could be appropriated to carry the expanded program 
forward at the $1*75 premium rate. Future funding beyond fiscal 1970 was 
even more uncertain* 

OPER staff members apprised the United Bonding Insurance Company staff 
of these factors. In the opinion of OPER staff, the bonding program was 
demonstrably useful, but was now in danger of being closed down for luck*of 
funds* The OPER staff believed, however, that tliere was a good chance that 
the program could continue, if the underwriter were to propose some contract 




modifitations which would demonstrate the confidence which it held in the 
program, and which would allow bonding activities to go forward while appro- 



priate funding Wifs^ being sought* 



*After some negotiation, the underwriter proposed, and the Department 
accepted, the following changes: 

• An additional 35,000 bonding units would be purchased with funds 
available under Section 105 of therMDTA at the original $1*75 
unit price* 

• Any additional bonding units required to carry the program through 
calendar 1969 would be provided by the bonding company at no cost 
to the Department* 

• Any units requir^ed by the Department after calendar 1969 would be 
supplied at $0*70 per unit, provided that certain minimum purchase 
agreements could be made* 

These changes were incorporated in the June, 1969, contracjt modification* 
An agreement to purchase the additional units at 70 cents a unit was completed 
in February, 1970* 

In the first instance, the lowering of the rates represented a direct 
response to the belief that if such action were not taken, the entire program 
would be jeopardized* But the low default rate experienced by the program 
also played a critical role* It'is clear, in particular, that had the default 
and loss experience not been satisfactory to the underwriter, it would not 
have agreed to lowering the rates so drastically* \iad United Bonding felt 
that such a change in premiums was unacceptable, it would have chosen to ter- 
minate the program rather Ll^an^to make continuation possible* 

Although the initiative for the change came from the Department, the 
lowering of the bonding premiums from $1*75 to 70 cents, therefore can be 
seen as a response to what was considered to be a low rate of default of bonding 
program participants and low level of losses experienced by the bonding company* 

1' ^ 
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5*4,6 Coverage of Eighteen-Month Bondees 

The 2 percent default i-ate encountered in the program also played 

a role in a second -major innovation in tht^ bonding program design, the December, 

*1970, agreement by the United Bonding Insurance Company to provide A^overage at 

**comparable commercial rates** for bonding program participants who had succesif- 

fully completed eighteen months in the program* 
♦ 

Review of reports provided by Sponsors and the monthly accounting reports 
- provided by the McLaughlin Company revealed to OPER staff members that, in 
many cases, bondees remained in the program far longer than the originally 
conceived one-year limit, Follow*up inquiries by OPER and USES staff members 
led to the conclusion that, in many cases, such coverage was essential in order 
for the bondee to keep his job, because the employers could find no other avenue 
to bond these **bonding program graduates** who had presumably proven their value 
as trusted employees* ; 

After discussions of this problem were held with officials of the United 
Bonding Insurance Company, an agreement was reaclted wherein the underwriter 
would accept upon request bondees who had participated^in the program 
without default for eighteen months or more* As was the case in the rate 
reduction, such an agreement probably would have be^n impossible had the 
underwriter not believed that the default"" rate and low level of wages 
justified the change* 

OPER staff members viewed this agreement as a **breakthrough** and hoped 
it would stimulate other underwriters to accept bonding program graduates 
as well* There is, however, little available evidence that this has happened* 

S.4.7 Changes Under the National Program 

Comparison of the TESPL 2624 issued in January, 1971, which described 
the structure and functioning of the Federal Bonding Program, with MA0-2~bO, 
Issued in February, 1966, and its supporting documents, reveals that expansion 
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to the status uf a national program apparently left the Trainee Placenent Ass'istanc 
Demonstration Project virtually unchanged. The only significant modification , 
in the program design and administrative procedures was the elimination of 

« 

the reqjuirement to complete MT-110 forms, and the transfer of the remaining 
monitoring responsibilities from OPER to the USES Division of Placement. 

Attachment 1 to the TESPL provided the gui<ielines for administering 
bonding as a national program, distinguishing between the responsibilities of 
the State Employment Service agencies (which now became the ••Sponsors**) and 
ES Local Offices* Sponsors were assigned the responsibility for training 
ES staff concerning bonding program operations, arranging for coordination 
of bonding with other federally financed training and/or work experience activi* 
ties, certifying forms prepared by locals offices, and insuring that local 
office staff maintained liaison with employers of bondees* Although no specific 
reference was made to staff or financing, it appears clear that these functions 
were to be conducted without additional staff or funding* 

Under the national program,, ES Local Office responsibilities include 
identifying persons needing fidelity bonding coverage, determining their 
eligibility for the program, identifying suitable job opportunities, referring 
applicants, l^erifying employment, completing required forms and conducting 
periodic follow-up to determine if the bondee has changed jobs oip is still 
employed* 

The absenc^NPf changes in the program structure at this time is under- 
scored by the fact that no modification of the on-going contract with the 
* United Bonding Insurance Company and McLaughlin was made. The relationship 
between the Department and its contractor underwriter continued unchanged/ 
In short, the transfer to national status resulted in no significant 

changes in the bonding program* Nor have there been significant changes since 

* 

that time. In retrospect, the reasons for the absence of any modifications ' ' 



appear* to have been the continuing consensus that the program was Ui^eful. 
as it stood^ and the Idck o£ any data which indicated that any variation in 
program design or administrative structure would make the program any mare - 
effective. 

S.S The Second Procurement 

As was discussed in Section 4> many of the bonding program designers 
had hoped that the experience with the program would be sufficient to 
persuade insurers to modify their exclusionary bonding policies, thereby elimin- 
ating the need for future Departmental bonding activities altogether* 

This concern with bringing about change in the insurance industry was 
continued when the program became a national program under the Employment 
Service* Thus, according to an Acting Associate Manpower Administrator for 
the U*S* Employment Sfervice: 

One of the objectives of the program is to change surety 
companies* attitudes to a degree wher^ they would accept ex* 
offenders for fidelity bond coverage*** 

* We need the support of ' influential and reputable surety 
association members in order to persuade insurance companies to 
change their policies**** 

As the, Federal Bonding Program proceeded without any noticeable problems, 
the Conviction that the* program had proven its utility grew within the USES and 

elsewhere in the Department* Although .detailed analysis of program outcomes 

\ 

was not available, it seemed clear that ^thousands' of individuals had been bonded, 
and only a handful had defaulted* . . 

In addition to this, thete were reports of isolated instances in which 

insurance companies had made limited exceptions from their exclusionary policies 

\ 

for specific clients. In the absence of closer communicatipns with the tidelity 
bonding Industry, these reports served to f«»rther the belief that the bonding 



♦Memorandum- from USH3 to Ol'EK, dated May, 5 1972. 



program was al^o achieving success in terms of the expectation of promoting - 

institutional cljange in the iiiguranee industry* 

Confidence in the effect of the program upon insurers was a major factor 

in the Department's decision to avoid any further extension of the original 

bonding program contract after its leventual) ex|^ration date of ^July 31, 1972. 

Instead, the USES and OASA decided that this would be an opportune time to 

**test the waters** with respect to insurance industry interest in the bonding 

program, by conducting a new procurement* The new procurement was designed 

as an RFP instead of an*'*JFB, because the former instrument was thought to be 

more flexible and therefore its utilisation would: ' 

encourage more insurance companies or agents to come forward witlf 
proposals as opposed to the original contract for which only one 
company bid** 

The Employment ServK-e explicitly noted that the number of responses to 

the 1972 bonding program- procurement could be considered a criterion of ti»e 

program's success with respect to^ the institutional change expectations: 

The number of responses to this RFP should give some indication 
of the program's impact upon the. insurance industry.** 

* But, as was the cgise iri-19b6, there was only one l?id. In 19bo, the bid 

had been from the McLaughlin Company representing the United Bonding Insurance 

Company of Indiana. In 1972,' it w'as the McLaughlin Company representing the 

Summit Insurance Company 'of New York, and Houston. The only change w«s that a* 

'♦Memorandum from USES to OPER, dated May 5, 19^72. 7 ^ 
**Ibid. ^ * ' • i 
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new company had replaced the original bidder** 

The Sujurait Insurance Company entered a bid of 85 cents per unit, slightly 
higher than the previous premium charged to the Department under the origintil 
contract as modified, based upon statistics the hJ^Laughlin Compatly had prepared 
to sh^w an Increase had incurred on their **incurred loss ratio** for 1971* * 

After a review of the single proposal, the Uepartment decided t6 enter - 
into a contract with Sununit according to the proposed terms- Contract L-7J-155 
was executed on June 3a, 1972, with a period of performance extending from 

July 1, 1972, to June 30, 1975. ' - \ 

I 

Aside from the difference in cost per bonding unit, the new contract 

differed from the original primarily by including a specific work statement 

* ♦ 
and more detailed reporting requirements; i*e», for bondee social security 

number, and SIC and IXJT code^ for the bondee's en^loyment* 

The disappointing response to the second procurement can, in pauH, be 

explained by the fact that fcnv of the insurance industry attitudes described f 

in Section 4, were any different in 1972 than 'they had been in 19bb. 

According to industry sources, many major insurers stilJ saw the bonding 

program *as a rather small endeavor and maintained their disinclination to 



*ln fact, there was" a third insurance underwriter in the program 
between the United Bonding and Summit Insurance Companies* Shortly after 
the transition to the national program in .early 1971, the United Bonding 
Company was removed from the list of firms qualified to do business with the ^ 
federal government* (This disqualification was- for activities which were * ^ 
wholly unrelated to the bonding program) United Bonding had been involved in a ^ 
re-insuranpe agreement with the Indiana Bonding and SurC*ty Company which then 
agreed to assume all obligations uAdeV the Departmental contratt. No changes in 
the program operation resulted from* this change* Wlten a. new procurement was issued, 
the McLaughlili Company decided to submit a proposal with Sunmiit, rather than with 
. the Indiana company, because of the stronger position of SOmmit in the industry. , 

u 



participate in either competitive procurements or major programs which 
prevented them from ''screening** bondees, , 

The data collected and presented by the Department of Labor in the RFP, 
such as the 2% default rate, were not sufficient, to convince insurers that 
their previous attitudes tow&.rds the riskiness of bonding ex-offenders were 
incorrect. Comparable figures were not available from the Surety Association, 
and some fidelity, bonding specialists believed that the 2% default rate was 
coivsiderably higher •than that normally taking place among those who were 
commercially bondable. Moreover, ''default rates" -were not a particularly 
meaningful term to members of the Surety Association, 'however useful they 
were as an analytic concept to the Department of Labor. 

Despite the' more than five years of experience with the Federal Bonding 
Program^ major insurers noted that the total number of federal bondees was 
very small compared to their ordinary volume of business. Finally, there 
appears to have been a widespread belief among insurers that most embezzling 
activity ta,kes place only after individuals become trusted exployees,* There- 
fore, any data based upon only eighteen months of coverage would not, in their 
opinion, be adequate or relevant. 

It has also been suggested th^t the responses to the RFP were discouraged 
by a belief that , the existing underwriter contractor was fairly certain to 
win the contract in the absence of any unusually low bid from competitors. 

^his were the case, major insurers would have considered it wasteful to 
take the time and effort reqqired to bid on the c^|||ract, especially given the 
low level of dollar pay-off. 



% win 



ERIC 



*One private industry study revealed that the average time from hiring 
to default wa^ three years and three months, 
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5.6 Rejection of Recommendations for More Staff 

The issue of appropriate' levels of staffing for the bonding program at ' 
both the National Office and local Sponsor levels was raised at several 
points in the history of the bonding program, .Many internal Departmental 
analyses of the implementation of the bonding .program included recommendations 
for more staffing at the National Office level; a number of Local ES Offices 
serving as Sponsors also made requests for such staff. In almost every case^ 
these recommendations and requests were turned down, 

$•6.1 Requests for Local Office Staff - . 

The original four ES Sponsors of binding projects had each been assigned ^ 
between one half and one and one half full-time profesisonal staff equivalents 
to administer the bonding activities. But when decis-ions were made to expand 
the program to additional ES offices, these decisions entailed no new 
authorized positions. Requests for such positions wer^ made by a number of. 
bonding sponsors^ but they were invariably turned dojwn. 

The Sponsor requests for staff were justified on a number of grounds, 

A number of Sponsors indicated that shortages of staff were hampering their 

efforts at data collection and analysis. Others sought additional funding and 

staff to augment their ongoing bonding efforts in, prder to enhance their 

operational ^effectiveness and research capabilities. Thus, for exa^nple, a 

1968 report by one -Sponsor proposed expansion of its project with the. 

following staff to deliver service and conduct statistical activities: 

The augmented bonding project should have attached to it two 
MDS's (Manpower Development Specialists) who would also be capable 
of doing expert counseling in conjunction with their job development 
duties, ^ . ^ 

In addition, there should be at least one job coach assigned to_ 
work closely with bondees. If the Department of Labor cpuld be 
convinced of the need, a research assistant to keep bonding records, 
maintain statistics and provide interpretative evaluations should 
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be included. All stqpportive services would be at the disposal of 
such a bonding unit.* 

This Sponsor eventually proposed creation of '^bonding teams*' within Sponsors 
including a coordinator who plans trainings and directs team activity as well 
as conducts educational and informational campaigns to the public and to 
employers, two job developer-counselors, one research assistant, one coacft, 
and one secretary. * 

Other Sponsors indicated that they wished additional staff in order to 
be able to conduct follow-iq) on bondees. This last motive was also endorsed 
in a Departmental memorandum which noted that: 

There has not been enough follow-up "bn persons where the . , * 
employer might be^ willing to use his ovm (bonding) /company - 
after a year or two of coverage. . .or drop the (bonding) require- 
ment altogether. This is due to a lack of personnel to follow tip.** 

None of these reasons was considered sufficiently |)er§uasive -to - 

justify the additional staff allocation, * OPER and USES staff generally agreed 

that State Employment Service agencies were always asking;for more staff for a 

variety of purposes, and that they* frequently did not utilize the additionally 

funded positions for the purposes. for which .they- were originally requested. 

Given this* pervasive pattern of requests and a conviction that -the bonding 

program appeared to be oiSerating as effectively in those- s it ^s as in the original 

implementation sites with no additional staff, the requests were turned dpwn. 

^ this conviction that "things seemed to working out ok" was a particular^ 

critical factor in the decisions .not to fund additional positions for follow-up. 

Given the consensus that the program^ had already proven i<?fee If through 

available data, it was ' difficult to justify the high cost, of follow-up — 



♦Bonding Sponsor internal memorandum, dated- Qecember 12, 1968. 

,- < »■ , . • • J. , 

**rnte*rnal OPER memorandym, dated March 25, ,1969. 
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including the costs of monitoring and pressing to insure that follow-up 
be conducted in a responsible manner in terms of the benefits to be 
derived. OPER officials have indicated that they had been dissatisfied with 
some of the follow-up activities conducted for other manpower programs and 
were by no means confident that bondee follow-up conducted by local Sponsor 
staff would be any more accurate. 

5.6.2 Requests for Additional National Office Staff 

A September, 1966 internal OPER review of the implementation of the bonding 

program first sotmded a theme that was to be repeated in additional 

assessments of the program for the next six years. The reviewers came to 

the conclusion that if implementation of the bonding program were to be 

accelerated, it would be necessary to "make arrangements for assuring adequate 

inputs of executive direction and staff resources in the (OPER) Office of 

Special Manpower Programs." The memorandum made the judgment that 

^e senior staff person must be assigned to this pi*ogram on a 
full-time basis for at least six months if it is to be made opera- 
- tionally successful. * ♦ 

This stress upon the need for full-time staffing of the program was 

repeated in 1971 in a memorandum from OPER to. USES shortly after bonding 

became a national program. The memorandtun noted the OPER "concern" that USES 

pla:n ahead to provide adequate National Office staffing because "this effort ^ 

breeds many inquiries, proble^ns of detail, and requires close relations with 

the bonding company." The OPER conclusion was that it was 

t» ' . 

necessary that USES assign a specific position full^-time for 
this responsibility, with occasional backup from others in the 
responsible unit.* 

But desj)ite these and similar memoranda, the bonding program was never 
assigned a single full-time staff member at the National Office level, either 



♦Memorandum from OPER to USES, dated March 18, 1971, 



: ' i06 



ERIC - • ■ 113 



when it was an BSD effort or when it became an operational program. Each of 
the OPER project officers for the Trainee Placement Assistance Demonstration 
Projecl|^had additional assignments as well. None of them ever spent 
more than half-time on the bonding program in a given year* 

Similarly, the USES Division of Placement never assigned a full-time 
staff member to the administration of the Federal Bonding Program, At present, 
UStS staff estimate that the bonding program occupies no more than four 
professional rjan-days per month. 

In general, OPER and USES administrators have justified these decisions 
not to assign additional ^staffto the program on th^ grounds that bonding was * 
just one of many programs and pi^pjects competing for increasingly scarce 
Manpower Administration staff resources. There was no possible way that all 
of these requests foT adjlitional staff could be met, especially at a time when 
the Department was beginning to endorse a philosophy of decentralization 
which called for fewer rather than more National Office personnel. Given 
this context, OPER and USES administrators evidently decided th^t other programs 
and projects had greater needs for staff than the bonding program whic^i 
appeared to be getting along quite well as it was* Moreover, some Departmental 
staff have indicated that the bonding program was considered .to have been 
better staffed than many comparable E§D efforts. 

But whatever the rationale, the decisions relative to the inability of 
the Department to commit additional staff resources to the administration of 
the bonding program have had a number of important effects upon. its evolution. 
Not the least of these has been the inability of OPER and USES staff to conduct 
more program monitoring and in-ho\ise^analysis of program performance. The 
operational requirements of running the program appear to have precluded 
activities which did not havit top priority^ High level ESD staff beTieved 
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that there was limited value in incremental amounts of program analysis, in 
relation to the time and skills required to do the job properly* The per- 
ceived options were C^J a substantial infusion of resources to conduct detailed 
analyses properly or (b) no significant increase in analysis activities, llie 
latter option was adopted. 

Similarly, OPER and USES officials were aware of the benefits which might 
derive from additional contacts with the Surety Association and leading 
fidelity bonding underwriters. But the press of other responsibilities never 
permitted any significant follow-through in this area either* 
S.7 Legislative Developments 

The relatively slow pace of utilization of the bonding program limited the 

ability of the Department to make definitive judgments concerning the 

viability of the approach ^being tested during the' initial period of the 

contract. Therefore, the Department) sought — and Congress granted two , 

extensions of legislative authority for the program, first through fiscal 1968 

and then through fiscal 1970* The following statement by the Assistant Secretary 

of Labor summarized thev rationale for these extensions: 

Experience thus f^r tmder the bonding program has been too 
limited to afford even preliminary conclusions* Extension of the 
existing authority* for one additional year is highly desirable 
since it will afford additional data upon which. to make a sound 
assessment of these^ experimental appjcoaches to manpower services** 

♦ 

While the relatively low number of bondees during the early nionths of 
the program proii^ted the initial request for an extension, the request also *^ 
refle(^t^d^^ growing belief within OPER that both the Congress and the 
Department a$\a whole should recognize the fact that it was not likely tliat 



*Statemeht of Stanley Ruttenberg before the Senate Subcommittee on 
Employment, Manpower^ and Poverty, on the Mahpower Development and Training 
Amendmentk of "1966 (H.R* 16715) enacted by the House of Representatives on 
September 19, 1966, dated September 27, 1966* 
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conclusive returns could be obtained from any complex E^D effort in only 
one or two years. 

With the beginning of^a shift away from categorical programs in favor 
of conqprehensive legislation, the Department of Labor decided against seeking 
further specific funding authority for the bonding program under Section 105. 
Instead, the projects were continued under the broader E&D authorization 
contained in Section 107 (6) of the Act. Although some question was raised 
concerning the appropriateness of this shift, a November, 1971 opinion of the 
Department's Solicitor affirmed the legislative grounding for this in the 
language of the Act, its legislative history, and the inclusion of bonding 
provisions in the Congressionally passed Employment and Manpower Act of 1970. t 
In short, it was the Department's position that **the project was necessary to 
further improve the techniques of such bonding assistance" and "to demonstrate 
its effectiveness."** / 

*rhe enactment of the Comprehensive Employment and Training Act (CETA) 

in December, 1973, raised a number of important question^ regarding the future 
of the bonding progra^n, but of January, 1975, these questions Jiave not yet 
been fully resolved. \ 

Thus for example, "assistance in securing bonds" is explicitly cited 
under the Title I listing of activities which may be included in Prime Sponsor 
comprehensive manpower programs* This means that bonding, is one of the many 
type«5 of manpower service tools whieh Sponsors have legal authority to use if 
they so choose. This reference to bonding in Title 1 does not rule out direct 
federal support for bonding nor does it presume that Sponsors would be able to ' 
do it if thtey tried » Based upon the experience of the bonding program to date, 



'*Secti-on 162 (a) (15^. 

♦♦Memorandum for the Assistant Secretary for Manpower 'from the Solicitor. 

109 

116 



it is by no means clear that commercial bonding foy ex-offenders can be 

negotiated by individual Prime Sponsors with individual insurance underwriters 

at reasonable rates, or even at all. 

In addition to this Title I reference, the preponderance of ex-offenders 
* * 

in the bonding program target population appears to provide authority for 

federal fidelity bonding activities under Title III of the Act because of its 

reference to "procedures to insure that (offender) participants are provided 

with such manpower training and support services which will enable them to 

secure and obtain meaningful employment.** Although some consideration has be«> 

given to the relationship of bonding to other Department of Labor offender 

manpower activities, no final decisions on these issues have been made to date 

« 

5.8 Funding for the Program 

As is shown in Exhibit 5-2, the funding for the bonding program directly 

reflected its legislative history. During the years when the Section 105 

legislative authorization for the program was operative, funding for the 

program was earmarked iji appropriations for this Section of the MDTA. With 

the expiration of Section 105 in fiscal 1970, funding for the program was 

drawn^rom two sources. E§D funding from Section 102 (6) was utilized in 

*' «... 
addition to funding from the MDTA Title II unapportioned account. Finally, 

with the expiration of the MDTA in fiscal 1974, the most recent allocation 

for the program was from Title 111 of CETA. 
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Exhibit 5-2 
Funding for the Bonding Program* 

* 

V 

Calendar Year POL Allocation ' Source 

1956 $175,000 MDTA — Section 105, Title I 

1967 • • 43,750 MDTA — Section 105, Title I 



1969 
1970 
1970 



61,250 * .MDTA — Section 105, Title 1 
70,000 MDTA — Section 102 (6) 

70,000 MDTA — Section 102 (6) 



1970 100,000 MDTA — Unapportioned Account, 

' ^ Title II 

1972 350,000 MDTA — Unapportioned Account, 

Title II 

1974 300,000 CETA -- Title III 



♦Source: undated OPER raeraorandjl and conversations with OPER staff. 
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6.0 HISTORICAL ANALYSIS 

fhe^previous sections of this report have provided a detailed description 
of the history of the bonding 'program^ from the first Departmental planning 
activities through the passage of the Comprehensive Employment and Training 
Act (CETA) of 1973. TJiis final section reviews this history from a* broader 
perspective, placing it within the context of on-going developments in 
manpower programming in the Department, as well as within the context ,of the 
Departmental experimental and demonstration (E8D) process. ~ ' 

The bonding program is one of m^y operational manpower programs and 
techniques' which were first conceived and implemented as experimental and 
demonstration CESD) projects. The Concentrated Employment Program (CEP), 
the Job Opportunities in the Business Sector (JOBS) program, the Section 251 
inmate training projects, the New Careers Program, the Human Resources 
Development (HRD) concept, and the idea of MDTA Skills Centers can all be 
traced to exploratory efforts sponsored by E^D* 

But the bonding program appears to be somewhat unique in the degree to 
which it has been adopted by State and local operating agencies without any 
further categorical authorization of infusion of funds from the Department of 
Labor. * For this reason, it is instructive to review the administrative history 
of the bonding program in order to isolate some of the major elements which 
shaped its evolution. 

6.1 Program Origins ' . 

The origins of the bonding program relate directly to the increased 
Departmental priority being placed on the problems oi disadvantaged job 
.seekers and ex-offenders in the mid-1960 *s and the consequent focus upon 
these groups in a series of experimental and demonstration (ESDJ projects. 
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These ESD projects were designed to be '^active, flexible, probings to explore 
the new techniques and structures which might better meet the (Manpower 
Development and Training) Act's objectives;** their purpose was described as 
••developing knowledge in order to influence the direction of future (manpower) 
programs ♦•** 

As such, the E§D efforts were at the forefront of the emerging Departmental 
concerns ^relating to the employability problems of the ^•hard core** job 
seekers, who apparently were not being helped to their fullest employment 
potential by the existing MDTA training programs. The bonding efforts thus 
epitomized experimental and demonstration projects in terms of intent. They 
differed, however, from most BSD efforts in one in^ortant aspect; they were 
specifically authorized by the Congress, Thus the bonding projects— along 
with a parallel set of labor mobility projects and a subsequent set of 
inmate training projects* -represented cases in which the Department had 
singled out certain projects for Congressional consideration and in which the 
Congress responded positively* 

The bonding projects were evidently chosen for this priority treatment 
because of the Department's desire to demonstrate that it was taking direct 
action to aid in the placement of the disadvantaged and ex-offenders, and 
because of the promise which bonding held for producing job placements for 
relatively. modest government effbrt. Although the bonding projects were still 
forced to compete for staff with other E&D projects,* and with ES National 



*These quotations have been taken from a discussion of the BSD process 
contained in the 1969. Manpower Report of the President . That discussion of 
the B(iD process through 1969 is the basic source of descriptions of E5D 
presented in this Section* 
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Office programs, this direct recognition of the programs (and separate 
authorization) xindoubtedly played an important role in insuring that the 
program reeve ived jas much staffing and attention as it did* 
6*2 The Design* Phase 

Two important characteristics of the des^^ phase of the bonding ^ 
program were the priority attached *to maintaining flexibility and the utiliza- 
tion of input from agencies in the Department other than OPER* 

The maintenance of flexibility lay at the heart of the E§D approach, 
which stressed "exploratory research" and the need to answer basic questions 
of feasibility and utility of new and innovative approaches as a first 
step towards improvement and enhancement of operational programs* 

This approach explicitly rejected the development and implementation 
of a formal' experimental design to determine whether or not hypotheses 
should be accepted or rejected* Instead, the .approach said, in essence, 
"we've got a promising idea here; let's try it out and see what happens?*" 
Thus, for example, the OPER program designers recognized the likelihood that 
it would be desirable to modify certain aspects of the bonding program 
with the passage of time, and therefore never developed a formal, detailed program 
"model*" Program designers likewise* did not. draw up detailed guidelines for 
program eligibility, but rather pressed ES Local Office staff to "decide 
for yourselves" as to who met the criterion of being qualified for a job but 
unable to be hired solely due to inability to be bonded* 

This OPER emphasis upon a flexible, exploratory approach facilitated the 
modifications in program design which later occurred, and also permitted the 
implementation of the bonding projects without any extensive National Office 
monitoring efforts* It also had a number of othei; important implications for 

* 
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the evolution^ of the bonding program* In particular, the absence of a formal 
research design and explicit program goals meant that there were no obvious 
standards against which program performance should be measured* 

During the late 1960's, OPER staff became satisfied that the available ^ 
statistics, such as number of individuals bonded and default 
supporting testimony from bonding program Sponsors were sufficient to indicate 
the feasibility and utility of th? bqsic approach* -This growing satisfaction, 
in turn, led to judgments that additional data collection and analysis 
efforts were not ijecesSary at the time* Due to the difficulty in collecting 
data on bondees after the fact, these decisions to eschew additional data 
collection meant that certain questions concerning program results can 
never be answered. 

The participation of non-OPER staff in the design of the bonding program 
is a second noteworthy element in this phase of its history* Thus, 
for exainple, the inclusion of staff from the USES as early as the program 
design phase may well have had an important impact upon the widespread 
acceptance of bonding -- and demand for its expansion'-- among Employment 
Service State and Local Office staff. This recognition of the utility of 
the involvement of those agencies who might adopt the products of research 
in the initial development of that research is only now emerging as one of the 
key findings in the field of research utilization and dissemination. 

OPER planners were able to draw upon the expertise of other agencies in 
the Department as well. Thus for example, the advice of a surety bonding 
specialist from the Labor-Management Services Administration was of major 
Importance during the design phase. Similarly, once the OPER staff had 
Sgreed upon broad program parameters, input from the Office of the Assistant 
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Secretary for Administration (OASA) was critical in the development of a 
procurement doctunent and procedures to choose the underwriter contractor to 
implement the program. 

In retrospect, it appears that the involvement of the OASA staff 
resulted in a lessening of program flexibility, which OPER program designers 
had not anticipated in advance. Despite the fact that OPER staff were 
stressing a flexible program, the OASA staff were oriented towards the idea 
of a *'tight contract*** Thus, the involvement of OASA led to the development 
of an Invitation for Bids (IFB) which clearly spelled out the responsibilities 
of the government and its contractor, and offered participation in the pro- 
gram on a **take it or leave it** basis, with no room for negotiation on any 
aspect of the program other , than premium per bonding unit. 

Although a wide range of Department of Labor staff were involved in the 
program design decisions, this was not true of representatives of the 
fidelity bonding industry. Some contacts with .the Surety Association and 
other underwriters and brokers were made at this time* But OP£R program 
designers generally believed that the industry would not be responsive to 
such efforts and therefore they gave a lower priority to contacts with the 
fidelity bfonding industry than to other aspects of project development* 

The single response to the initial IFB (anti subsequent single response 
to the RFP) served to confirm these beliefs on the part of OPER officials, and 
the development of further contacts with the industry continued to be 
awarded a low priority. As a result, the Department apparently never learned 
the true nature and extent of industry uneasiness about the program, and 
about the manner in which the procurements were being handled. Without this^ 
understanding, there was no possibility for a Departmental response to the 
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industry's major concerns ..._Mhile it cannotjbe said with certainty tha^bet^ 
communication with the fidelity bonding industry would have promoted more 
* industry participation in the procurements, or increased institutional change j 
within the industry, the absence of such comigmication appears to have ruled . 
out any potential for m^ajor institutional change. * ,^ 

6.3 Implementation Phase 

As indicated above, E§b projects were intended to represent flexible, 
exploratory efforts to determine whether or not a given idea was feasible and 
useful in practice. The bonding program was explicitly designed to be such an 
effort, and the early years of its implementation phase reflected this 
flexibility. With the passage of time, however, the growing conviction that 
the program had proven useful, without incurring major monetary or staff 

<^ts, led to a situation in which there was very little^perceived need for 
further, modifications in program design. ^ - 

During the first few years of the bonding E&D project, perceived problems 

t 

in program operations led to modifications in^the definition cf the primary 
bonding program target group (from MDTA trainees alone to all ex-offenders and 
otljers who could be helped by the program) , in the policy against promoting 
.'the program through publicity, in the maximum amount of money for which an 
individual could 'be bonded, 'and in the maximum amount of time for which an 

. individual could be bonded. 

In addition, OPER program adiHinistrators remained responsive to requests 
from State and Local ES Offices, and from other Manpower Administration staff 
seeking to include bonding as a component of enployability development 

« 

• programs. • Although Statewide sponsorships were not part of the original 
concept, they were adopted in response to demand. Although the program was 
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initiatives in the areas o£ training the disadvantaged and ex-offenders* 

When it appeared that further expansion was being limited by lack gf 

administrative resources which could be brought to bear on the program, an 

innovative arrangement was entered into with an on-going E§D project (the 

E3q)0rimental Manpower* Laboratory for Corrections at the Draper Correctional 

♦ 

Center at Elmore, Alabama) to explore the feasibility of the project serving 
as a ''central resource unit" for a large-scale bonding program. This 
utilization of the Draper staff permitted expansion of the program on a far 
greater scale than had previously been possible, thereby helping to pave the 
way for a national program. 

But after the initial en^hasis on program flexibility, there were 
increasingly fewer indications of operating problems in the program, and thus 
there was a reduce4 impetus for change. As a result, the design for the' 
national program remained virtually identical to that of the Statewide 
sponsorships which, had been first implemented in 1967; and with one or two 
minor exceptions, there have been no changes in the basic bonding program 
design during the period since it has become a national program. 

This, absence of change is largely the result of OPER, and later USES, 
satisfaction with the manner in which the program Was operating. After^the 
first year of program operations,' it was becoming clear that the bonding 
program was providing an average of several hundred placements per year for 
people who could not be placed in those particular jobs without bonding. 
Moreover, this result was being achieved at a cost which averaged no more than 
$100,000 per year and with less than a sing.le full-time equivalent staff 
person at the National Office* The program appeared to be ih great demand by 



113 




"State aifl' LocarXiqploymeW of f icials r - There "appeared-to be-iitrie 

reason to tifiker with a "successful program.** 

• Accordingly, OPER and USES staff decided against committing additional 
stiff to^ the administration of the program, and against committing significant 
increments of funds to more detailed analyses of program results, because 
of a belief that, given this ''smooth sailing,** such staff and ,fuiids. could be 
better utilized elsewhere. 

These judgments also decreased the likelihood of increased future' 
emphasis on other aspects of the bonding program. In particular, the promo- 
tion of institutional change among insurers and employers appears to have been 
treated as a secondary **objective** by many OPER staff members during the design 
phase and early years af program implementation. Few concerted efforts were 
made at that point to take action to -promote such change. With the growing 
conviction that "the implemented approach to bonding was working, there was 
little incentive to mount new initiatives such as a major effort to bring 
about institutional change; as a result, the initial assignment of a low 
priority to this objective appears to have become solidified and has continued 
tp this day. 

The impact on the bonding program of the perception that **everything is 
running smoothly** can be best illustrated by reviewing "the planning fox the 
proposed manpower revenue sharing programs of the early 1970* s, and 
subsequent efforts to implement CETA. Neither of these activities appears to 
have affected the structure and functioning of the bonding program. Depart- 
mental consideration of the rdle of bonding under decentralized manpower 
systems appears to have been limited to a judgment that there was no need to 
initiate any changes at this point in time. CETA was seen as placing a 
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variety of major responsibilities on newly designated Prime, Sponsors all at 

once. Departmental planners have viewed bonding as only a modest element in 

the overall manpower service picture, a smoothly functioning low-cost ^ 

procedure which is already in place. Therefore, although modification of the 

bonding program to increase the role of Prime Sponsors has not been ruled out, 

such modifications appear to have 'been accorded a low priority, and no such 

action has been taken. 
♦ 

In conclusion, many of the same factors which have-been so important in 
influencing the evolution of the bonding program in the past still appear to 
be operating in 1975. The bonding program still represents a major Depart- 
mental effort to provide placement services to ex-offenders; it possesses aa 
inherent logic which suggests that the prograA can be justified almost by 
definition; and there is more than eight years of corroborating experience data 
which indicates that the program appears to be working. Furthermore, the 
program appears to be providing these benefits without excessive costs, staffing 
requirements, or any major operating problems. 

Given this situation, the program appears ^likely to continue without 
extensive modifications in program design unless significant persuasive 
evidence is developed which suggests that further improvements are possible. 
To a certain extent, the judgment that it wourd be impractical to engage in 
comprehensive data analysis, and that the insurance industry would be unresponsive 
to Departmental initiatives, has lessened th^ likelihood that these inputs would 
occur* But the possibility that this evidence may be collected and presented 
at some point in time remains open. 
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AN ACT 



MANPOWER DEVELOPMENT AND 
TILUNING ACT OF 1962, AS AMENDED^ ^ 

ReUtinsr to manpower requirements, resources, 
development, and utilization, and for other purposes 

Be it enacted hy the Senate and Bmae of Repreeentatt^ero^ike- 
Vnited States of Ameiica in Congress assembled, That this Act^ 
may be cited as the "Manpower Development and Training Act" 
of 1962/' 



TITLE I— MANPOWER REQUIREMENTS, DEVELOP- 
MENT, AND UTILIZATION 

Sutemenr of Findings and Purpose 

SEC, lOl, The Congress finds that there -is jritical need for 
more and better trained persdnnel in many vital occupationaL 
categories, includin|r professional, scientific, technical; and ap- 
prenticeable categpries; that even in periods of high unemploy- 
ment, many employment opportunities remain unfilled because of 
the shbrtages of qualified personnel ; and that it is in the national 
interest that current and prospective hianpower shortages be 
identified and that persons who can be gualifiied for these positions 
through education and training be sought out and trained as 
quickly as is reasonably possible, in order that the Nation may 
meet the staffing requirements^ of the struggle for freedom. The 
Congress further finds that thi skills of many persons have been 
rende^^ obsolete by dislocations in the economy arising from 
automation or other technological developments, foreign com* 



* PX* 87-415, Mar. 16, 1962, 76 SUt 23. as atntnded by (a) PX. S7-^729, 
Oct 1. 1M2, 76 SUt 679, (b) RL. Sg-214, Dec. 19. 1963. 77 SUt 422, (c) 
P.L. 89-16, Apr. 26. 1966, 79 SUt. 75, (d) P.L. 89«7W, Nov. 7, 1966, 80 SUt 
14S4, (t) PX. 89^794, Nov. 8, 1966* 80 SUt 1451, and (f) P.L 90-636, Oct 
24, 1968» 82 SUt 1352 ; 42 U*S.C. 2571-2628. 
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petition, rdocation of industry, shifti in market deminds, ind 
othtr ehmofw in the structure of the economy; thit Government 
leftdershU) it necessary to insure that theWeftts of automation 
do not become burdens of widespread unemployment ; that tlie 
problem of assuring suflfciMt employment opportunities will be 
compounded by the extrmordinayily rapid jrrowth of the labor 
force in the next decade, particularly by the entrance of young 
people into the labor force, that improved planning and expanded 
efforts will be required to assure that men, women, and young 
people will b« trained and available to^eet shifting employment 
ne e ds; that m an y persons now u t^gmptoyed-ornrnd e pwi iployed, in 
order to become qualified for reemployment or full employment 
must be assisted in providing themselves with skills Which are or 
will be in demand in the labor m|urket; that the skills of many per- 
sons now employed are inadequate to enable them to make their 
maximum contribution to the Nation's economy; and that it is in 
the national interest that the opportunity to acquire new skills be 
afforded to these people with the leait delay in order to alleviate 
the hardships of unemployment, reduce the costs of unemploy- 
ment compensation and public assistance, and to increase the 
Nation's productivity and its capacity tg meet the requirements 
of the space age. The Congress further finds that many profes- 
sional employees who have become unemployed because of the 
specialized nature of their previous employment are in need of 
brief refresher or reorientation educational courses in order to 
become qualified f on other emplojrment in their professions, where 
such training would further the purposes of this Act It is there- 
fore the purpose of this Act to require the Federal Government 
to appraise the manpower requirements and resources of the 
Nation, and to develop and apply the information and methods 
needed to deal with the problems of unemployment resulting from 
automation and technological chanlres and other tjrpes of per- 
sistent unemployment 



Evaluation^ Information^ and Research 

SEC 102« To assist the Nation in accomplishing the objective! 
of technological progress while avoiding or minimizing individual 
hardship and widespread unemployment, the Secretary of Labor 
shall 

(1) evaluate the impact of, and benefits and problems 
created by automation* technological progress, and other 
changes in the structttn of production and demand on the use 
of the Nation's human resources; establish techniques and 
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mfthoSd* for dctectiijg in advance the potential impact of such 
dtvelopmentt; dtVelop solutions to these problems, and publish 
findings pertaining thereto; 

(2) establish a prograni of factual studies of practices of 
employers and unions which tend to impede the mobility of 
workers or which facilitate mobilityi including but not limited 
to early retirement and vesting provisions and practices under 
private ctAnptnsation plans; the extension of health, welfai'e. 
and insurance benefits to Uid*ofT workers; the operation of 
Severance pay plans; and the use of extended leave plans for 
education and training-juirposes^ A report of theas-studies-shsU 
be included as part of the Secretary's report required under 
section 107; * * 

(8) appraise the adequacy of the Nation's manpower deveU 
opment efforts to meet foreseeable manpower needs and recom<- 
mend needed adjustmenti including methods for promoting the 
most effective occupational utilization of and providing useful 
work experience and training opportunities for untrained And 
inexperienced youth ; ^ 

(4) promote, encourage, or directly engage 4n programs of 
information and communication concerning manpower require* 
ments, development, and utilization, including prevention and 
amelioration of undesirable manpower effects from automation 
and other technological developments and improvement of the 
mobility of workers; 

(6) arrange, through grants or contracts, for the conduct of 
such research and investigations as give promise of furthering 
the objectives of this Act; and * 

(6) establish a program of experimental, developmental, 
demonstration, and pilot projects, through grants to or don- 
tracts with public or private nonprofit organizations, or 
througlv contracts with other private organizations for the 
purpose of improving techniques and demonstrating the effec- 
tiveness of specialized methods in meeting the manpower, em- 
ployment, and training problems of worker groups such as the 
k)ng-term unemployed, disadvantaged youth, displaced older 
workers, the handicapped, memberi of minority groups, and 
other similar groups. In carrying out this subsection the Secre- 
tary of Labor shall, where appropriate, consult with the Secre* 
taries of Health, iiducation^ and Welfare, and Conunerce, and 
the Director of the Office of Economic Opportunity. Where pro- 
grams "under this paragraph require institutional training, 
appropriate arrangements /or such training shall be agreod to 
by the Secretary of Labor and the Secretary of Health, Educa- 
tion, and Welfare. He shall also seek the advice of consultants 



witK tmptet to the standards governing the adequacy \and 
deaifti of propotals, the ability of applicanti, and the priority 
of projwiti in meeting the objactivM of this Act 
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SBC. 105. During the period ending June 30. 1970, the Secre- 
tary of Labor shall develop and carry out experimental and 
demonstration projects to assist in the placement of persons seek- 
ing employment through a public employment office who have 
successfully completed or participated in a federally assisted or 
financed training, counseling, work training, or work'^perience 
program and who, after appropriate counseling, have been found 
by the Secretary to be. qualifiwi and suitable for the employment 
in question, but to whom employment is or may be denied for 
reasons other than ability to perform, including difficulty in 
securing bonds for indemnifying their employers against loss 
from the infideUty, dishonsst^, or default of such persons. In 
carrying out these projectithe'Secretary may make payments to 
or contracts with employers or institutions authorized to in- 
demnify employers against such losses. Of the funds appropriated 
for a ftscalj^r to cany out this Act, not more-thafTfSOO.OOO may 
be used for pui^Soees of this section. 
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U.S. DEPARTMENT or LABOR , ^ 
OrFICE or THE MANPOWER ADMINISTRATOfit * t 

WASHINGTON, D.C* 202 10 ' 



February 21, 1966 



MANPOWER ADMINISTRATION ORDEa NO. 2-66 



Subject: Trainee -Placement, Assistance Demonstration Projects ' 
to be Conducted \inder the Manpower Development and 
Training Act of 1962, as Amended by the Manpower Act 
ori965 (P-L, 89-15) . ^ V: 

1. Purpose ^ To establish policies and assign responsibilities for 
implementing the Manpower Development and Training Act of I962> as « ^ 
amended by Section ^lOSf of the Manpower* Act of 1965 (P*t- ^9^15). ^ 

2. Authority "and Directives Affected . The Manpower Develdipnient - . 
and Training Act. of 1962> as amended by Section 1.05f of the Manpower 
Act of 1965 (P.L. 89-15). Secretary's* Orders No. 1463 and No3 |38-65 
and Manpower Administration Order No. 30*^65 are' further implemented 
Iqr thia Order. ♦ . * 

3. Background. Section 105 of the HDTA, as amended, provides for 
a pilot program of placement assistance to individuals' who have^ 
participated in Federally financed training, counseling, work-training, : 
or work-experience programs and who cannot secure suitable, employ:nent 
for reasons not related to their ability to perform. * The pilot pro- 
gram la intended particularly to a$:iist in placing persQns who have 
difficulty in securing bonds required for indemillfyltig their employers 
against loss from the Infidelity, dishonesty or defaqpLt of such per- 
sons. In view of the essentially experimental nat\ire of this under- 
taking, there is need for centralized planning* and control to assure 
that the variety of e>^erience needed will be 'obtained and that data 
vUl be systematically collected to facilitate staff analysis permitting 
valid generalization of conclusions. 



4^. Approved Policies 

a« Means of Bonding Covi^rage 

(1) The Manpower Administration shall enter into a. 
oontract or contracts with a commercial bonding under- 
writer which operates nationwide to provide tiniform 
coverage to all individuals who are to receive placement 
assistance xrnder the program. 

(2) The master bond contract shall cover indivldtials 
•elected for placement assistance without the use of 
Individual applications for each bondee or the screening 
of individuals or employers hy the bonding company. 
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(3) Arrangements shall be wade permitting local bonding contract 
arrangements in souoe special manpower projects » as warranted 
and feasible* ^ 

Terms of Bondlnr; 

<1) Bonds^ shall be provided for a period of one year and shall 
be in the amount d£ $2 ,500 'except that arranget;>ents shall be 
ude for other ajEobunts of coverage as required in special 
instances. 

(2) Full use shall be fi)^de of the bond coverage available in a 
Mumer calculated to- insure that coverage provided 'and paid for 
under this program is efficiently utilized. 

Program Design 

(1) Tlie^ total body of bonding projects shall be systenutically 
designed to ijrrovide experience with respect to all pertinent 
factors and conditions to serve as a basis for developing 
recomroendations for a more extensive bonding assistance program, 

If such is Warranted. 

■ , - » * 

<2) The a]^location of bonding slots shall be structured to 
j^tdvide experience in serving the various groups of unemployed 
workers wf^o might require bonding assistance, such as long-^tefu 
unemployei^, older workers, youth and low income rural workers. 

(3) The pilot program design shall assure that bonding experience 
Is gained in different geographic areas ^ in as wide a variety aspoesibk of 
occupations and industries suitable to the clientele towardwhich 
the program is directed, and insofar as possible, shall utilize* 

a variety of counMllitg methods and techniques to assist workers 
in adjustment to the^new employment situations.* 

(4) Sofie projects shall be designed to determine the possibilities 
and the efficacy of local bonding contract arrangements. 

(5) tor comparative study, experience shall alfo be gained without 
tht use of bonding assistance to facilitate the ^ placement of 
Individuals in all the eligible program areas > i.e.*.^ MPIiL trainees 
(both institutional and on«-the«*job) , individuals who have received 
aotivational and orientatioA services in special manpower projects, 
Keighborhodd Youth Corps graduates, and regular counseling clients 
in public employment offices who meet the selection criteria to be 
established. * 



A-20 



(6) A« feasible, arrangement* shall be made with the Department 
of Health, Education, and Welfare to provide bonding aiiistance 
for adulta emerging from work experience progra^na under Title V 
of the Econocnic Opportunity Act. 

d. Eligibility for Bondint; Assistance 

Bonding assistance shall be provided only to individuals seeking 
. esaploynent through a'^^ublic employnent office who: , 

(1) ^ Have participated in a Federally financed training, work- 
training, work-e3:^)erience, or counselii^ activity^ 

(2) Are qualified and suitable for the Employment in question; and, 

(3) * Are not commercially bondable und^ ordinary circumstances ^ 
and require bonding in or def^'urobtatn suitable employments 

Respot^ibilitiet 

a« The Office of Manpower Policy^ Evaluation and Research (OMPER) shall be 
responsible for: ^ 

(1) Maintaining all official contacts and relationships with the 
* bonding contractor/underwriter including administration of the 

pilot bonding. program. 

(2) Designing the overall pilot bonding program. 

(3) Developing and issuing, in consultation with appropriat^Et 
Bureaus and offices, instructions for participating in this 
prograni and insuring that operating organizations t%%Sx€ 
Iftstructions, as appropriate. 

n[4) Allocating to the various operaiSLnir end research agenci:es 
the appropriate nur.ibers of .bondee slots in a manner calculated 
\to obtain the needed varieties of experience. Such agencies, 
- d[,ncluding State employraent security agencies^ shall submit through 
regular administrative channels requests for allocation of bondee 
slots. / ^ 

(5) Comp^iling, organizing and analyzing program data obtained 
from the bonding contractor, operating agencies and employers 
and preparing reports which provide the basis for r^comendations 
regarding future bonding assistance programs. 
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b* Experimental and denionf tratlon project contractori , OJX proaiotion 
and development contractors ^ or other agenciea uay request allocation 
of^bondee slots dljectly from OMPER, 

c. As the agencies to whoai bondee slots are allocated develop 
placement opportunities for individuals who require bonding assistance 
they shall notify ()HPER who shall request the bonding contractor to " 
Issue a certificate of bond coverage to the operating organization 
nhich shall iji turn provide the certificate -to the employer of the 
person being assisted. 

d» The operating organization and the employer shall be required to 
collect and provide to OMFER such data on the characteristics and 
performance of the bondees and on oth^r aspects of the program as 
will, hancef orth be determined to be needed^ 

e* In the event of loss/ the employer shall notify the operating 
otganlaation which shall iri^tum notify OMFER and the public employ 
■eat service concerned, 

f • The bonding contractor shall investigate claims of loss and adjust 
such losses in accordance with the terms of the contract. 

g* The operating organization st^all keep OMFER fully informed on 
terminations of bond coverage violations of terms ol the bonding 
cdtttracti actions taken and the disposition of all such cases. 
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IPB D/L-6^-17 

SCHEDULE 

TA3LE OF CO:sTEKTS ' • 

Paragraph , * Page 

Kumber Title Nuxbei 

!• INTROCUCTION . 2 

2. ' 'EUGIBIUTY XO BID . '2 

. 3. A'jraMATIC COVERAGE . . ' 3 

4. BONDING UNIT - 3 

5. NOTICE TO CONTRACTOR 3 ' 

6. SPONSOR'S CERTIFICATION TO CONTRACTOR 4 

7. CONTRACTOR'S CONFIR^IATION TO EMPLOYER AND SPONSOR 4 

8. COMPUTATION OF BONDING UNITS CONSUMED 4 

9. TERMS OF BOND • 4 
10, PRICE OF BONDING UNITS ' ' * 4 
11 • FAILURE i'O AGm. ON msm, OF BONDING UNITS CONSUMED 5 

12. LOSS OF EUCIBIUri BY BC»TDEE 5 

13. NO MULTIPLE COVERAGE OF A BONDEE . 5 ' 

14. MmMUM COVERAGE PER BONDEE 5 

15. * MINIMUM AND IJAJCIMUM PURCHASE OF BONDING UNITS ' 5 

16. PERIODJJf CONTRACT ~ 6 

17. ALTERNATE BIDS 6 

18. ALL OR NOTHING 6 

19. GOVERNMENT FURNISHED PROPERTY 6 

20. GUARANTEE OF MINIMUM EARNED PREMIUM 6 
. 21. PAYMENTS AND ACCOUNTING * 6 

22, REPORTS 7, 

43. GENERAL PROVISIONS 7 
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SCHEDULE 

ICTRODUCTION - * 

A. The Manpower Development and Training Act of 1962, as amended by the 
Manpower Act of 1965 (42 USC 2571 - 2620), in Section 105, provides 
for a pilot program of placement a^aistance to individuals, herein- 
after referred to as "Bondees"i seeking employment through public 
employment service' offices who have successfully completed or partici- 
pated in a Federally assisted or financed* training, counseling, vork- 
training, or work experience program and who, after appropriate 
counseling, have been found by the Secretary of Labor. to be qualified 
and suitable* for the employment in question, but have been or may be 
denied suitable employment for reasons other than ability to perform. 
This progrant is intended particullirly to assist duly authorized 
representatives of Federal, State and private agencies and organiza- 
tions, hereinafter referred to as '•Sponsors", in placing such Sendees 
who have difficulty in securing fidelity bonds required for cmoloyment 
in Jobs consistent with their ability to perform. This difficulty 

is usually due to the past record of Such trainee or Bondoc including, 
but not limited to, police, credit, juvenile, and school records. 

B. In the course of their routine contacts and consultations with local ' 
employers, representatives of Federal and State agencies concerned 
with job development activities frequently encounter a willingness 

on the part of employers to employ such Sendees despite the dflclosure 
of the Bondee's past record. This willingness it subject to the 
Bondee's being; t^quiilif led for the work in question and his acceptance 
to a surety company for fidelity bond purposes* 

C> The purpose of this solicitation is to secure offers from suppliers 
who are willing to supply fidelity bonds on an on-call basis in 

vartmbie -amoxm gtife iutttiytg^ 

situations I to cover Bondees* ^ 

D« In some instances i the requirement for bond will be an established 
element in a particular employment situation where^ except for the 
unusual circumstances, the Bondee would be routinely. covered under 
the employer's existing bond coverage. In other instances, bonds 
will be required in situations in which the particular^osition has 
not heretofore been covered by bond, but is now to be covered for ' 
the protection of the employer's interests. 

EUGIBILITy TO BID 

^« Siga While this procurement has not been set aside for small 

busitxess concerns, for purposes of your answer to the first certifi<* 
cation on page 2 of Standard Form 33 (Si* reverse side of covet sheet). 
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any concern bidding on this contract is classified as small if its 
avcr^iS^ annual sales or receipts for the preceding three Fiscal Years 
do not exceed $1,000,000 ($1,250,000, .if the concern is located in 
Alas lea) • i _ 

B# Sconce or Oneratidnd ~ In addition to the usual prerequisites of 

financial and technical responsibility, in ordejr to be eligible for ^ 
Award, a Contractor must be licensed to operate or otherwise co:upetent 
to operate in the 50 States and the District of Columbia* 

3* Ain:OM\?IC COVERkGE ^ " , 

Bond coverage hereunder shall be automatic and the Contractor may not 
veto or otherwise fail or refuse to accept a Bondee certified by a 
Sponsor (see below) for bonding coverage hereunder, notwithstanding the 
Bondee *i past rec'ord* 

4* BOmNG UNIT 

A "Bonding Unit" is defined, for purposes of the IFB, as $500 of bond 
coverage, pcj: Boudce, for a period of one calendar month* 

5* NCglCE TO COCTrw\CTOR ^ 

The Director, Office of Manpower Policy, Evaluation and Research, herein- 
after referred to as '^Director", or his designated rc^re^^entative will 
provide the Contractor with a list of Sponsors authorized to request 
bond coverage by the Contractor* The list shall state the maximum total 
number of bonding. units allocated to each such Sponsor for the duration 
of this contract* At the discretion of the Director, the list may be 
modified or amended from time to time by' addition or deletion of names 
of Sponsors and the number of bonding units allocated to each Sponsor, 
upon written notice to be received by the Contractor not less than 
fifteen (15) days prior to the effective date of such modifications 

^or amendments* The Spo nsor a llocat ion lists will be mailed to the 

Contractor^ office at;* 
+ 

••is* 

' ' • ' ■ ' ■ ' " ' ' ' ^ I II I ■ 



addressed to the attention of:* 



^Contractor to make appropriate entries as indicated « 

Contractot 's Sigftaturc; 
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U rrPONgCR'g CrrvTIFICATTOt^ to CCNTnACTOR 



vChcn k Sponsor certifies a Boadcc for the bond coverage being procured 
by the Government hereunder, such certification shall be in writing, 
c^dcressed* to thQ attention of the individual nazncd by the Contractor 
cn^*at.the address indicated above. Such certification shall coat^iin: 
Che date of initiation or th^ catc of termination of the bond period, 

applicable; the nane and occupation of the Bondee; the name and 
;:.ddrcss of the employer to whom the bond is beings furnished; the nature 
of the employer's business; and, the number of bonding units of coverage 
r^uirfed^^^Such certification shall be given wfthin fifteen (15) calendar 
lys of thcX^itiation or termination of the bond period. 

?• (toyTRACTOR'S cWlRHATIGN TO EMPLOYER AND TO SPONSOR 

Wi^^hi«--£ifteen (IsT'x^ys of receipt, by the Contractor of the Sponsor's 
c«bA£icau^>H^of a Boi^dce, the Contractor shall Confirm such certification 
l>y mailing to Wie empldj(er named on the certification, at the address 
indicated therein, a bond,/ appropriately completed, covering the certified 
Bondee, toi;ethai\jiiJtit-«-^opy of cuch boitd to the Sponsor Wicncver, by 
operatic^a of the terms oktho bond or otherwise, the Contractor in 
informcil by the employer ttiaU boitding coverase for a Bondee is terminated, 
the Contractor* j^hall confirm such information to the Sponsor, in. writing, 
within fifteen (iS) calendar days of his receipt of such information* 

a. COMPUTATION OF BONDING UNITS CONSUMED 

For purposes 5f computing the number of bonding units consumed by each 
certification, each calendar month or fraction thereof shall count as 
a full month* In the case of a Bondee who changes^ during a month 
(both of which jobs are bonded hereunder) , tlTe bonding units exhausted 
foi? that month, shall equal the total cumulative number requ^ired for 
both Jobs, For all oth&r purposes, the bond period shall begin and end 
on the dates indicated on the Sponsor's certification, ^ ^ 
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9* TERMS OF BOND 

The bond required to be furnished under the terms of this IFB shall be 
identical 'in form, including clauses, provisions, agreements, conditions, 
etc., with the samp^le bond attached to this Schedule as ^'Exhibit A'^ 

10^ PRICE OF BONDING UNITS ^ . 

the parties hereto'agree that, in consideration of performing all of the 
requirements hereunder, the* Government shall pay to the Contractor 
$ '^XC\ * per bonding unit, 

IconCractor's Signature; q Hl'^rk I 

\ - • Attoriu?y-i»-faov 
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u* ^AiLtn:; 10 AcriES c>r kumci:*; ^cr^:^:G miis consumed 

If thi!: Contractor disasrecs wich the nximbcr of bonding units consur;*ed 
for A particular Bondee certiilieu for bonding coverage hereunder, the 
Contractor shall note his exception in vjriting when he present:; hi^ 
'Scatuj Tveports hereunder (see bclcw)^ to the Director, who shall i with 
th^ aid of the Contracting Officer, attempt to negotiate the settlenient 
of* any disagreenicnt or dispute with the Contractor* .Failure to resolve 
any such disagreement shall subject the disagreement to the "Disputes*' 
clause hereunder, ' , 

12, LOSS OF ELIGIBILITY BY BONDEE 

Any Bondea hereunder whose coverage is terminated because of auy 
fraudulent or dishonest act shall not be eligible for further bond 
coverage hereunder* v 

13. Ko MiTLTTrLE rovnnAcn of a i^onpke 

No BouUcc shall be covered hereunder for more than one job at any 
given timci i.e., a Bondee may not be bonded concurrently for more 
than one job. 

14* MAXIMUM CO\n;Pv;\GE PER EONDEE 

I The maximum amount of coverage per Bondee shall not exceed ten (10) 
bonding units per month except as set ^out in Paragraph 8, hereof, 
entitled ••COMPUTATION OF BONDING UNITS CONSUMED", in the case of a 
Bondee, who changes jobs during a month* ^ * 

15* MINI>.\^ AND K\XIMUM PURCHASE 0? BONDING UNITS 

Notwithstanding the existence of any contract resulting herefrom, the 
Government rn^serves the right to effect bonding coverage, including 
the actual furnishing of the bond itself, where it deems such action 
to be in its own best interest, except that if the Government fails to 
purchase at least a total cumulative amount of one hundred thousand 
(100,000) bonding units hereunder, then within sixty (60) days after 
the expiratibwL of any contract resulting herefrom, the Contractor may 
subcdt a proposal for the renegotiation of the price of th* bonding 
unit:s herein and the Government agrees to renegotiate said price subject 
to the clause herein entitled *'Oisputes*^ In no event shall the Con** 
tractor be obligated to furnish in excess of three hundred thousand 
(300,000) bonding unit;s hereunder^ 
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16* ?EnOD 6F contract 



Any contract arising from this^ IFB shall be effective as of the date 
6f award and shall extend to June 30, 1967 J . 

17. ALTERXATE BIDS 

Any. bid submitted offering bonds other than those specified or under 
terms and conditions other than those specified, will not be con- 
sidered for award. 

18. ALL OR NOTHING 
Bids nay not be submitted for quantities less than those specified 



' — — ..^ WW c*4Ajr %^v*(.kvi w jr 

le$s than the minimum amount bid upon at the unit prices offered, except 
as provided above under the provision entitled, . "Minimum Purch ase". 

t 19. aGO^TSRXMENT FLTINISIIED PROPERTY ^ i 

The Goverau:onL is not providing or otherwise furnisUinc any materials, 
property, or facilities. Any bid predicated on the availability of 
Governiuent- furnished materials, property, or facilities will be con- 
sidered non-responsive and will not be considered for award. 



20. GUARANTEE OR MINIMUM EARNED PREMIUM 



The Government guarantees the Contractor a minimum earned premium per 
Bondee certification equivalent to two times the monthly rate of con- 'i 
sumption of bonding units that each Bondee would have constimed if his ' 
employment were of a longer duration. The minimum earned premium shall 
be in lieu of, but not in addition to, the manner of computing the I 
rate of consumption of bonding units set out elsewhere hereunder . /fin ^ 
addition, all premium for coverage (calculated on the basis of bonding 
units previously allocated by a Sponsor fot a particular Bondee) of 
any Bondee on whom notice of loss has been given shall be deemed tjo 
be fully earned.' I 

21. PAYMENTS AND ACCOUNTING 

Within thirty (30) days from date of award, the Government shall order 
its initial inventory of bonding coverage in the form of bonding units. 
This initial order shall be for a minimum of one hundred thousand 
(100,000) bonding units and payment therefore shall be made concurrent 
with the placement of the order. Such order shall be accompanied by the 
initial list of Sponsors and their respective allocations in accordance 
with Paragraph 5 hereof, entitled •'NOTICE TO CONTRACTOR" . 
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By the twentieth day of each calendar month, beginning the second full 
calendar aionth after purchase of the initial inventory of bonding units, 
the Contractor shall lurnish the Director a Status Report conuainlr.s a 
breakdown of the bonding units consumed during the previous aonth (and 
additional fraction of a month as will be the case in the initial Status 
Report) by Sponsor. The Status Report shall also contain the Contractor's 
computation of each Sponsor's balance of unconsumed bonding units together 
with tl'.c names of that Sponsor's Bondees and the number of bondin:^ units ^ 
each such Bondee has consumed during the month being reported. 

Subsequent re-orders of bonding units by the Government, as the available 
supply allocated to Sponsors is diminished, shall be in lots of not 
less than twenty five thousand (25,000) bonding units. Payment for each 

re-crder shall be made concurrent with the placement jofithe re-order. 

♦ *, ♦ 

By July 207~T96'/, the Contractor shall furnish his final Status Report ' 
and reimburse the Government for all bonding units paid for but not 
consumed by Sponsors as of June 30, 1967. The Contractor is required 
to .maintain such internal records as would support his position in the 
event that his computation of bonding units consumed docs not ajvcc 
with the records maiutained by the Government. 

22. REPORTS 

As explained in the INTRODUCTION , this program has been undertaken by 
Che Government as an experiment to meet an identified and unique need 
among the Nation's unemployed and underemployed workers. In order fully 
to discharge his responsibility to analyze, evaluate and report on program 
experience, the Director will require semi-annually (in July and January) 
from the Contractor, in addition to the monthly Status Reports (See 
Paragraph 21), beginning with the first full half-year or fraction* 
thereof, following the date of award hereundef , a written report of his 
experience under this contract. Such reports shall ^e submitted in 
triplicate to the Director within thirty (30) days of the last day of 
the half-year being reported. The report shall state the number of 
claims ^isceived under the bonds provided hereunder and the amount 
claimed in each case together with an indication of the disposition 
of each claim, e.g., "settled", "pending", etc. Th§ report will identify 
the employee, the employer, and the date the loss first reported; 
After the first report, each subsequent report shall bring information 
up to date in those cases_where the status (i.e., "settled", "pending", 
etc.) of such claims has changed since the last reporting thereof. 

23. GENERAL PROVISIONS 

The General Provisions attached hereto are incorporated herein by 
reference and, as such, form a part hereof. 
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EXHIBIT A to IFB D/L 66-17 
INDIVIDUAL CX SCHEDULE FIDELITY BOND 



r 



jt 2ond No, 



(NAME AND ADDRESS 0? CCKPAIsY) 



DECIARATIONS 

1* Insured's Name and Mailing Address:' 



(A 



Company herein * 



called Underwriter,) 



and Che United States of America* 
2. Effective Date;- ^ 3. SttifccKilA lii^t^ Ky QName [] J^b^itior 













Number 


Name or Position 


Location 


Amount 


Pre.niun 













The liability of the Underwriter is subject to the terivjs Oif the following 
riders attached hereto: 



Signed, sealed and dated 



(Name of Company) 
BY: 



Attorney-in-Fact 
(a) SCHEDULE (Continued if two or more iZe^as are listed) , 



Item 
Number 



Name or P o s ition 



Location 



Amount 



Pre:,:iur.i 



/ 
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2.4 USES MEMORANDUM DATED APRIL 27, 1966 
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UNITED STATES GOVERNMEffT 



Memorandum 



TO 



ThoTtwti R* Gretning 



date: April 27, 1966 



Wayn« Wttsel 
Lois tllddleton 



subject: Ktfting Bonding Demonstration Project 



Informal meeting covering the proposed *^onding Demonstration Project," 
attended by Sejnnour Brandwein and Frank Purcell, OMPER, and John Clark, 
Thadeus plark, and Victpr Galan, United Bonding Company (Branch of the 
McLaurhlin Company, Indianapolis^ Indiana) and Wayne Wetzel and Lois 
Middleton,^ lES, Branch of Placement Services took place on April 26, 19e6* 

After general diccussion to outline the responsibilities of the partici- 
pants in this program these agreements were reached: the bonding company 
r^resentatives will redesign the certification form, and provid? these 
forms in sufficient nunfcers for use during the project, report monthly 
to OKPER on bonding units utilired/available, ma<:e several word changes 
in the bonding contract to clarify under what conditions a bond is ter- 
minated and a new issuance necessary, and^provide services and coverage 
a« required in the initial contract with OKPER, 

EES major responsibility under the program will be the selection of appli- 
cants, determination of their eligibility, job development, placement andf 
follow-up including thpse reports deemed necessary to provide pertinent 
data to OKPER, on all applicants accepted in the project through the 
Employment Service* ^ 

Interviewers/coUnselers will coordinate with area representatives (referred 
to as sponsor and designated by name) in initiating requests for bond for 
specific applicant f sponsor then notifies bonding company bonding company 
s«nds the sponsor a copy of certification forms* Certification forms are 
to be retained with all other applicant information in the local Er^ployment 
Service office. The Branch of Placement Services in conjunction with OMFER 
will prepare a form for use by designated local offices during this project 
to record information required by OKPER* Any claim made dgainst the insurer 
should be the responsibility of the employer but in the event that this is 
not done the sponsor will notify the insurer. Sponsor will notify insurer 
of termination of bond* BSS will prepare^guidelines for area ES representatives 
to Implement their responsibilities, and guidelines for area ES representatives 
to relay to local office personnel concerning their duties* 

It was decided that a second meeting should be arranged in approximately four 
weeks which would include USES regional representatives and area represent at iv*:f 
ft^ the localities desicnated for this pilot' project* Mr* Brandv;ein, OttPEK, 
suggested USES might explore the possibility of obtaining travel and admini- 
strative costs from regular KDTA funds* 
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U.S. mpjueaasn xsr jjjor 

Naixpovcr Aikiinistratlon ^ t" 

VMhingtoh, 0.C, aosao y 

Jtnuary 25, 1971 

TRAmmG iMD lMFI0»(EIIT;SE3r^CB. mXSRM LfeTIER MD. 262U 

90: AUi STAXK BfflO^MEHT SECURITT AGENCIES 

SUBJECT: Meral Bonding Pxt>gr«a' — latlonvide Expansion- of MDTA 
Trainee flacement Assistance I>emonstrat4.on Projects 

lURFOSB: To anDOixnce e^cpaxision of the Federal Bonding Program on a 
nationwide basis ^ thereby fflaking it mailable as a regular part of the 

jlart a ian l M [>r^<* ^«^ :tT* ^ 11 l o ca l fftf*-^ w^l r%ymmry¥.,^r^^m^Q i^4t^M^ mt^ 



to tranaalt guidelines for progrn operation. 

%■ 

In 1965^ Congress enacted a series of wenAaents to the Kax^over DevelQpoent 
and training Act of 1962. She Secretary of Iiiibor was directed to develop 
and carry out experimental and deBK)nstration projects to assist in the 
placfaent of individuals vho could not obtain suitable esqployment because 
^ of their inability to qualify for fidelity bonding coverage. 

fdUowing this^ the Mainover Adiainlstration deyelq;>ed a number of Trainee 
PlaesHent Assistance Bnonstration Projects^ vhich later collectively 
becwe known as the '^Bonding Progran". These projects were initiated on the 
basis of Informitlon that a significant maaber of persons who had participate^ 
in federally financed tralxilng^ counseling^ work-training^ or work-experiilnce 
progTMS could not secure suitable eaq^doyaent because they had police.^ credit ^ 
or other records which prevented their being covered by customary bonds 
required for indeBnifying their prospective Mployers against loss from 
infidelity^ dishonesty^ or defaults Xnability to obtain suitable caploynent^ 
in part because of inability to meet requirenents for fidelity bonding 
coverage J is often a contributing factor to a return to crixae an4 prison for 
cx-offenderi. 



amoe March I966, the Mai^ower Adalnistratlon h«i been conducting a limited 
pilot prograa of bonding assistance throtagh^ selects State employment seirvice 
offices across the country. TbiM pilot progrm has two primary puzposes: 
(a) to detezalne the usefulness of providing fidelity bonding coverage to 
ex-offenders and selected others; and (b) to stimulate CBq;aoyers and cQmaercial 
bonding fitns to re-ex«alne bonding practiees in ail effort to reduce barriers 
where employment is or may be denied for reasons other than ability to perform. 

Bonding demonstration projects were initially piloted in fotur cities-^-- 
Los Angeles^ New York^ Chicago^ aAd Washington^ S.C. Coverage was made 
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■raUabl* throu^ placaient interviewer* end counaelors in the locel State 
«VloyaM»it eervlee offleee ia these eitiee and in four special Mi^ower 
project! for those persons otherwise qualified foif the cngplo^fnent in question* 
aiaee its beginninc in 1966, the Bonding Frogras has gradually «q>anded, so that 
Sa. eiUes in 29 states 'wA six statewide prograss are now providing -fidelity 
bonding coverage to eligible spplicants. fidelity bonding coverage is also 
■railable to all of the prisoner training projects under the KDSA. 

Kllgibillty for coverage is detexained by iiplying a siaple rule: Is the 
fld^JLty bond necessary to raaove the barrier between the sen and the Jobt 
Ubder this prograa, a "nse schedule bond" (s*e attaebaent k tor definitieos 
of various foms of fideUty bonds) up to ^10,600 uy be provided to individuals 
(•) where bonding is (or aight be) a condition of ovlosnMnt; and (b) who have 
been (or aight/be) refused bonding coverage by regular coaaercial sources. 

t here hava "^m^m^^^^^^^^^^^^j^^^^^^^^^^^^iB^^^^^l^M-^^ 
effort divllcates thia' service. Those penions so assfi^d~wibre prevtouily- 

Aanied suitable aqployaset, end aost of the participants were foxaeV prison 
ioaates. Iraluatioo of the projects indicates thsct ylac sas nt potent;ial is 
gxvatly increased for individuals who foxtterly could not obtain suitable aivloy- 
Mftt because of m insbility^ to obtain fideUty bonding coverage. Very 
sl#ilfie«it is the «q^enee that the availability of bonds, even when not 
utilised, greatly enhances applicant acceptance by employers. . 

She Uhited Bonding Insurance Ooapany of Indiana has agreed to continue 
fUmlfhing coverage in the foza of "Vuits**, each one representing ^$00 
eoren«* for iunth, with aaxiaunr coverage reaaining at |10,000, per 
individual for one year, i.e., a |aA,000 bond indicates that 20 units are 
being e on su aed aonthly. 

Sds mSL, and the attach piidelines, are intended to establish iMdiately 
the IMeral Bonding Frograa on a nationwide basis; therefon all local State 
anplojpaat service offices aay proceed to supply coverage to eligible persons. 
States which have had the prograa in its W> phase will reeogAice that few 
ehadges hare bean aade in these guidelines for the eavansion. 

li^sefitatives of State agencies who are responsible for proaotion of n 
pxogjfau to Mqployers. should be especisUy knowledgible about the availability 
at bonding assistance. The sticcess of the iBonding Progna will depend largely 

on atieh a prcMOtional. effort. 

— - ^- ,^ 

■ si 

-3 





by Assistant Secretary 
for Nanpower and 

Adainistrator 



h Attacfaaents: 

1. Guidelines for Operation of the IMeral Bonding Frogras 
8. %onsor's certification 

Ustoxy of i^pplicant uHder KDIA Bonding Trograa 
Definitions of various fotas of Fidelity Bonds 
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» AttaetaBcnt 1 , 

Ottldelineg for Operation of the Federal Bonding ProgrMi 
X. Qponaora 

Ibe various State egoployment service agendas are designated as the 
"a^sors" and are directly responsible for the Bonding ^rogrea. 

State Adalnistratcrs shoidd designate staff ncmbers to serve as the State £S 
Boodlngr Coordinator and alternate. Bonding Coordinators are t^sponslble for 
the follovlng: 

1. Providing the regional office vlth his n«e, address and phone number and 
that of his alternate vlth vhon United Bonding should vork directly. 
if Wi^i>. tioii«l off ice thwH^ Hbe notified- pregp^y^f-ana^^ubsequeRt changes^ 



in the asslgnBcnts. 

2. Training State and local IS staff in the operation of the Ttederal Bonding 
Tkograa and assisting State training offices in conducting such training. 

3* Arranging vlth organizations in their States or areas conductfng federally 
financed training or work-eatpericnce prograos to use some of the 
jKrailable bonding units for participants in these progr«ns most notably 
MOTA trainees and KYC graduates vhen necessary for placement. 

\, Bevlewing Sponsor's Certification or Request for Termination fonns completed 
by local office staff and certifying bondees for bond coverage or termination 
of bond: coverage by signing and forwarding the fozns to United Bonding, 
(see section VI). 

5, Maintaining certain records and submitting certain reports to the Kai^iower 
Adainist ration (see section V). 

6. Insuring that local office staff maintain liaison vlth employers of bondees 
and bondees themselves nben necessary, to detenlne vhether those bondees 
here changed Jobs or are still employed, and if not, the reasons for the - 
termination or change. 

7* Insuring that local office staff check regularly (at least every 6 months) 
vlth wployers to detenlne If bonding requirements still spply, and to 
encourage eaployers to drop requirements, bond through their ovn cccxpanles, 
or bond through another company. 

Kote: this is of utmost laqportance since thi» United Bonding Insurance^^ 
Oca^any has agreed to accept for standard coverage at coBsparaDle 
ooHMerciail prcsd.um rates all bondees vho have been covered for 
a mlniHW of l8 consecutive months in the Federal Bonding Program, 
vhere the employee is still unable to obtain coHaercial bonding* 
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n. Local QiYice Aetlvitlei 

Local office staff are Tcaponeible for: 



X. Identifying indivlduala needing fidelity bonding coverage. . 

2. Oetezalning Individual's eligibility. 

3. Identifying suitable Job opportunities. 
(. SstczBlnlng eligibility of the job. 

5. Referring the applicant and verifying enploynent. 

6. Freparing Sponsor's Certification fo*tos and forwarding 

copies as follovs: (a) one to the State Bonding Coordinator for 
certification, (b) one to the Itoited Bonding Insurance CCnpany, 
2000 L. Street, I.W., Suite 51^, Washlngtoni B.C. 20036, and 
(c) one for local office fUes for follow up puiposep. Note: 
Local office managers or desigfuited staff nay be given authority 
to sign the Sponsor's Certification fox», but a copy still 
should be sent to the State Bonding Coordinator. 

7. Conducting periodic followiqp (at least every 6 months) to detemine 
if the bondee has changed Jobs or is still caqployed. A suspense 
file should be jaalntained for this puxpose. If IncfoxBation is 
dbtaiaed before or at this tlae concerning the boodee's change of 
J6b or texBination, the foUovlng action should be taken: When 
the bondee changes Jobs vlth the ease eeq^oytr, Iftilted Bonding 
■ust be notified laoediately If the taomt at coverage changes. 
SectiOB J) of the Sponsors Certification shotOd be prepared and V 
ft)rwarded through appropriate channels to United Bonding, vhich| 
will certify the bondee for the new Job. When thf bondee is / 
•eparated frcn the ea^ployer, the Sponsor's Request for Termination 
should be prepared and forwarded through appropriate channels ^ 
Itoited Bonding. This is of utmost importance since bonding unlps 
mav ^ lost, and the Dipartaent of Labor is charged for the unli^i 
until the texmlnatlon notice is received by United Bonding. 

HI. Bondlnit ilBKnmts and ?eriod of Coveraf^e i 

She Xlipartaent of Lebor contract with the United Bonding Insurance 
Oo^eny provides for bonding units (paid for by Feder el. funds). Ibr ' 
puxpoaes of this contract, a bonding unit has been defined as %y>0 of 
fidelity coversge for one bondee for one calendar month, txiople: to 
bond one person for $2,500 for a period of 12 months will require 60 
Iwnding uxd.ts*' (5 units tlm^ 12 months equal 6o tinlts). the b»bads are 
issued in multiples of |^ and maxlam coverage is limited to |10,000 
or 20 units per month. Bonding certifiers are urged to use the lowest 
mlnlmiM miount the esrployer will accept, iathough the bonds are open-end 
(without a specified teminatlon date), the sponsors should obligate 
bonding units on the basis of one year, with option to continue only if 
^■olutely necessary . At the end of a year's experlwice with the 
IMcral Bc>nding Frogras, the eieq^loyer will be asked to assimilate the 
bondee into his regular bonding arrangements, drop the requirettents 
for bonding, or make vhatever arrangement he can, provided this does 
aot Jecpwdlte the bondee 's Job. However, If the employer csnnot make 
other arrangements or refuses to drop the re<|Ulrements, the Sponsor may 
eontinut Federel Bonding Rrocram coverage for the bondee past the year, 
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nith QOQtlnued regular checks at leMt every 6 nonths^ to aee vhen the 
requircMiit can or vUI be dropped, (aee section 1^ Mo. 7) 



Coverage vlU be srallable anywl^ere In the U«S« and Ita Possessions and 
Territories • Covertge is effective Innedlately itpon conanencenent of * 
vortc by the bondee and' signature of the designated represental^lve Q£ the 
State ilAftlnlstrator^ The bonding coapany must -receive the certification 
vlthln 15 calendar"^ lays of the bondee*s entry on duty* 



Standards 

A. mRlbility Criteria for Individuals : 

Bonding Assistance may be provided to any individual filing an 
application vlth a public csgploy&ent office. Potential bondees 
Mi s t be -guallf l ed an d -sultable-for-4he-€aployment in question and 



not be ecoBierclally bondable uzider ordinary circumstances. Any 
bondee vhose coverage is tetminated because of any fraudiaent or 
dishonest act shall not be eligible for further bond ^oversga. 

B« Kllglbillty Criteria for Joba s 

In vest instances^ bonding requirements already exlat for a 
particular Jdb, but the aaploycr states that his bonding cciapany wlH*' 
not cover persons vlth questionable records ^ and a bond is necessary 
for the job* In such circianstances, eligibility is clearly established. 
In other Instancea, a fidelity bond may be required by iui employer 
vhere the job involved has not heretofore been coveared by a bond, but 
the eaqployer refuses to az^)loy on that job an individual vlth a 
questionable record unleas he is bonded. In these latter instances, 
the following criteria should generally be weighed in detemlning 
eUiibility: 

1. She job is one in which ixire sponsible br dishonest conduct 

can materially d«iage the coqployer^ and 

♦ ♦ 

2# 3!he posltiph offers the worker full«»tlae steady work, adequate 
working conditions and wages, and <rarrles a reasonable 
eaqpectatlon of pe»anent aaiployment. 

C« General 

trhe eligibility standards are meant to cover nearly all eltuatlons 
^lAiere a person who is qualiried for a job but is denied that job 
because of his inability to obtain fidelity bonding coverage. For 
exMple: an csQxLoyer may wish to upgrade an ^\u)boodable" cnployee 
ftrom a job in which little or no money responsibility is vested 
(gas station attendant) to a poaltlon requiring him to handle money 
regularly (gas station manager) • If either the employer or the 
H^leyee seeks help through the employment service local office , 
the prlnfeipal criterion is met (see section IV, A). 
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1. Ikiited Bondios !• x«<iuired by the tnuM of their contract to furnish the 
NH^over i^didnletrator or his designated rqpresentatlye a status report 
hx the 20th of each aoath-. 

2. State Bnnrting Coordinators should maintain a current record of each 
person hooded, Inelifdlng Infoxmatlon about the kind of situation 
vhlch precluded his bonding through cQaanerclal sources; the frequency 
■erlousness, and recency of the bondee's offenses; the past and 
preeeat occupations isrolved; and other pertinent infoznatlon. If 
tbe^Mployaent of a bondee Is temlnated, the record ^ould Indicate 
the reason for the tezalnatlon. Contact should be made preferably 

by the ceirtlfylng local office vlth the employer and the fomer bondee, 
If possible, to detendne the reason for the tenlnatlon. When a ^ 
bondee Is tenalnated for any reason, the Insurance carrier shoidd be 
— n o ttfle rt li ii edl a t e ly on t h e Sp on sor *^ s Requ es t for Term i n a tion fo ra* 

Coordinators are encouraged at any tlae to forward through impropriate 
ehMinels their observation on progress and difficulties vlth the 
profrai. Its concepts, and Its procedures, end to make reconendatlons 
to the Keglonal Kaz^over id&lnlstrators. On occasion, such ccoaents* 
vlll be requested fron aU sponsors. The BKA vUl forward copies of 
State gecnanendatlons to the Kaqpower Aitelnlstratlon. 

r ^ 

ftoims Required 

1. The Sponsor's Certification foza vUl be svqppllfd through the 
Naqpower Adalnlstratlon by the United Bonding Insurance Company, 
the 8t>onsor's Request for Temlnatlon Is printed on the reverse. 
(AttacES5t~2l " 

2. H.-HA-no, History of Applicant Under MPCA Bonding ProgriBi« shall be 
required froa only those State agencies participating in the 
eaqperliMntal. daaonstratlon, on each bondee until June 30, 1971> In 
order to complete ststistlcal reporting requlrcoMnts of the 
aoqperlaentaL phase of the Trainee Flaccoent Assistance Dnonstratlon 
frojects. These foras vlU be mqppUed to these States by the 
Nanpover AdKLnlstratlon tmtU that date. After July 1, 1971, this 
font vlU no longer be required. (Attactaaent 3) 
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INSTHUCTIONS 

\ a If HtU form U com^UM, W ih#u(ii tyM TttfltCATI «mM|Jilrml «rW •m 

fii«}M t« UntfMi l*f^iiitt Irmifincc 

2a II • th«^9t( •n* 6ii^t#)rtt Hi «n«H»tr» Mi ci ^ trft MUST Ini e«i««JM tliSi 
•M« cry ntw c»vi f tft •rtftrW* 

Un^tMi l«Winf K#rvl^ •cicndwMftt r«ect|it •! fK« A»y< r*^wttl for NrmlnvtttDi «^ cffteftJ 



PAGE A'^/A'^ T THIS DOCU^te WAS REMQVED 
PRIOR TO 'ITS BEIN& SUBMITTED TO THE EMC 
DOCUMENT REPRODUCTION SERVICE BECAUSB IT 
WOULD NOT REPRODUCE IN MICROFICHE. 
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IZFUIITIDNS OP VARIOUS HffiMS OF FTIffgiTTY BONIS 

1. The Individual Bond Is the sla^lest fom of fidelity bond vhlch bonds 
one CBiployee to his eoployer and Is used vhen there Is only one 
asployee to be bonded. 

2. The Nape Schedule Bond includes all of the cog^Loyees to be bonded under 
doe lK>nd. A schedule Is attached to the bond listing the nme, position, 
location of each cnployee and the amount for vhlch he la bonded. The 
insuring and other clauses of the bond are the s«ne as in the 
individual bond. ( Thls^ is the only coverage available under the gederal 
Bonding Progratt) . 

3« She Position Schedule Bond bonds anyone eciployed in a particular position j 
instead of naming the individual esaployee occi^ylng each position to be 
bonded. Chiffige noti^ces are required only vhen nev or additional 
positions are added, old positions are abolished, or vhen «nounts of 
ecverage are, changed. 

Blanket Fidelity Bonds Insure the o^ployer against loss due to dishonesty 
of any eoog^oyee^ regardless of vho that essployee miy be. Every ecqployee 
is bonded for the amount stated in the bond, vhlch ^s the smne for all 
aqployees. Coverage is automatic. Just as soon as a new employee is 
hired, he is bonded for the fuU mount, stated in the bond. There are 
no prcmiun adjustaen^ts during the policy tezm except in the event of 
merger or consolidation vith anotiiier ccmpany. 
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PRESS RELEASE ON EXPANSION OF BONDING PROGRAM 



OFFICE OF IIIFOCMAIIO;}. WASDinGTOil. 0. C. 2.21 
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USDL 71-OUl 
Manpower Administration 
TEL. (202) 961-4011 

FOR RELEASE: A.M. Editions 

Thursday, January 28, 1971 



BONDING PROGRAM FOR EX- CONS EXTENDED TO CO^ ALL WHO NEED IT 

Ex*convlcti, trained and bonded through Labor Department programs, have 
come through with a near perfect score for reliability. 

.••Wa are io lppre»«e<l with the fact that only 30 have defaulted out of 
tha mora than 2,300 ax-of fenders we bonded,", says Manpower Administrator 
Paul J* Fasser, Jr., "that we are extending the program nationwide to cover 
anyone who needs bonding to get a job." 

Fasser said that all of the more than 2,200 local public employment 
service offices will soon supply fidelity bonding coverage to all eligible 
persons* 

: "One simple rule will determine eligibility for coverage," Fasser said. 

♦ 

"Is the bond necessary 'to remove the" barrier between the man and the job?'' 

■** 

In the last four years, experimental bonding up to $10,000 was provided 
for wore than 2,300 Indi^viduals -—mostly former prison inmates. 

"With a potentiai tisk of nearly $12 million, the claims paid amounted 
to just over $17,£!00," Fasser pointed out. 

The bonds were issued at high premium rates by the Unified Bonding Com- 
pany of Indiana .under contract with the Manpower Administration. (The rates^ 
are higher because, ordinarily, bonds are issued only to cover persons with 
unblemished records.) Funds have been made available through^ experimental 

and demonstration provisions of the Manpower Development and Training Act 

♦ 

anendnentfi o£ i965. 

* • . ' (More) - . 

A-45 * A 

169 



Initially the bonding company charged $42 a year per $l,OOO^of covr-rarj 
Claims were to negligible that after three years it lowered its rates by tw^ 
thirds to $16,80 per year per $1|000, The reduced rate compares favoraply 
with some commercial r^tas. 

The bonding program was started by the Manpower Administration in ri63 
in L.OS Angeles, New York, Chicago, *and Washington, D.C. It was gradually 
extended to 51 cities in 29 States and is statewide in California, New York 
Ohio, Oregon, Illinois, and Missouri, 

United ^Bonding also agreed last month to give standard coverage jratcs, - 
to any bondee who hal been bonded for 18 months without a paid default, pro 
vidad the employee is unable to get commercial bonding* 



### «## ##« «## 



♦ * 



A-46 



2.7 TRAINING AND EMPLOYMENT SERVICE PROGRAM 
LETTER NO. 2624, CHANGE 1 
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In reply refer 
to METTP 



U. lEPARIM^UT OF LABOR 
Manpower Adalnlstratlon 
Washington J C. 20210 

' • -Ma-rch 30, 1971 

t %■ ■ 

TRAmiMG AND iMPLO»IEWT SERVICE PBOGRAM LETTER NO, '262k, Changje 1 

TO: • Ali STATE IMPLO»IENT SECURITY AC5ENCIES - 

SUBJESTi Federal Bonding Program — Nationwide Expansion of MOTA 
Trainee Placement Assistance Demonstration Pro^cts 

PURPOSE: To announce change of references^ from United Bonding 

In^anee Coinpanjr to the McLaughlin Company^ Agents for 
^Ind!bana Bonding and Surety Company. 

Ttm Indiana Bonding arid Surety Company has assumed all obligations of the 
United Bonding "Insurance Company under Department of Labor Contract No, 
L/A 66-H. ^Thls action does not affect, change, cTr otherwise modify pro- 
fgtm operations contained in TESPL 262U, dated January 25, 1971. This 
notification of change of carrier is to avoid confusion- and to insvire 
that local off ice ^bonding activities are not delayed because of this 
development. 

The McLaughlin Company, agents for the Insurance carrier, has been working 
with the Department of Labor on the bonding programs since 1966. The 
Company has assured the Manpower Administration that this change will not 
affect the program and that it will continue to provide the required services. 

The new printing of the Sponsor *s Certification and Request for Termina- 
tion forms Includes the addre^ss as follows: 

The McLaugfhlin Company 
2000 L Street NW.— 

Suite 5l4 ^ ^ / 

Washington, B.C. 20036 * ' 

" 

All future references and correspondence should be in keeping with this 
change. ^ 

; Kfini J, PASSER, JR. 
Deputy Assistant Secretary 
for Manpower and 
Maiqpower Administrator 
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"THE FEDERAL BONDING PROGRAM' 
PUBLICITY PAMPHLET 
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Th« F«d«ral Bonding Program I9 
a mMfis by which th# Manpowtr 
Administration of th« Dapartmtnt 
of Ut>or offtrs fidtllty bonding 
Gfmrmst9 to quallffad job 
apf>llcanta who cannot oth#rwlt« 
obtain it It Is admlnlstarad by tha 
Stats amptoymsnt tarvica 
aganclai, ¥fhlch hava a limitad 
amoijnt of oovaraga that can ba 
axtandad to Individuals In partic* * 
Olar inatanoaa. This bonding 
oovtraga Isavaiiabia to paraons 
who cartnot obtain auitabia 
amploymanf bacauaa thty hava 
polica, cradit or othar racordi 
which pravant thair bafng 
oovarad by tha usual commarclai 
bomta« Proapactlva amployara 
raqulra thaaa bonds to protact 
t hat naahra a against loss from 
tnfldality, diahonaaty, or dafaulL 



Why was tha 
FMaral UofMng 
IH^OQifaiii Iiiitlalad7 



Many ax-offandars ratum to 
crima bacauia thair prison 
racords pravant tham from 
obtaining tha bonding covaraga 
that oartain Jobs raqulra. 
Evaluation of tha Dapartmant of 
Labor't axparlmantat and 
damonstratlon bonding projacts 
that hava baan Inltlatad ovar tha 
laat 4 yaara shows that thay hava 
graatiy Inoraasad job 
opportunltlaa for Individuals who 
formarly could not obtain 
auHabta amploymant bacausa 
thay could not gat usual 
oommarcial bonding covaraga. 



What ara abiiia 
furthaf objaethraa 
af lhaPMafal 
■amlfiHl Proflram? 



Ona objactlva of tha Fadaral 
Bonding Program Is to sttmutata 
amployara and commarclai bond-^ 
Ing firma to raaxamlna bonding 
practlcaa and thus raduca or 
altminata barrlars to amploymant 
that hava nothing to do with 
ability to parform. Ona way this 
la dona Is by damonstrating tha 
auc c a a aaa of tha DOL bonding 
program* An affort Is baing mada 
to gain acoaptanca by commar- 
clai oompanlas of parsons who 
hava baan bondad undar tha 
DOL program aftar complatton of 
auocaaaful DOL covaraga. 
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4 Elth«r th« ]db«Mk#r or his pro^ 

Wmm 4eti om go sp«ctivt tmployor may tMk 
tor fWoNty koiMNim fIcMlty boodlrig covtrago at any 
local ofnoa of tha Stala amploy- 
fMnt aarvfoa. lliaaa otficaa ara 
fotmcl avaiywh^ra In tha Unltad 
^ Stalaa and tta poaaaaalona and 
tarrftoriaa* Inoluding Puarto Rloo, 
ttia Virgin lalanda; and Quam. 



I Bonding aaatatanoa may ba 

Wha la aNglMa la provtilad to any Individual 
I In lha making diract appiloation 

through a ptibHc amploymant 
offioa. To ba bondad undar thia 
program, an individual muat: 
a) 

Ba quallflad and aultabM for tha 
ampioymant in quattton. 
b) 

Not ba oommarolally bondabia 
undar ordinary drcumatanoaa. 
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• IMany Jobs rtqutrt bomllng* ■ 

Whtt }tto may b# Howav«r* th« •mploytr may ttita Wtwt art tha 

eovaf«4T that hia tKKidlng company will wnoiml and 

not oovar paraons with quaatlon* duratkm of 

abta raeorda. In such circum- oovaragaT 

atancaa, altgibllity for covaraga 

of a particular Job undar tha 

DOl bonding program Is claarty 

aatabtlahad. Ott>ar amployara 

may InaJat on a bond avan 

though tha {ob Involvad has not 

haratofora baan covarad; that 

ta« thay would rafuaa to amptoy 

on that job an individual with * , 

a*quaatlonab(a racord unlaaa ha 

la bond«d« Tha DOL program 

will oovar aueh ct^wM If tha Joba 

arathoaa tn which Irraaponilbia 

or diahonaat conduct can mata* 

rtally dam«ga tha amployar and 

ara thoaa that \A(puld offar tha 

workar fumtlma staady work, 

•dtquata working conditions 

and wagati and a raaaonabia 

axpactation of pamianancy^ 



% 

^ 7 Covaraga bacomaa affacth^ Im* 

Whan iattia madlataly whan both of thaaa 

aavsr af a aHaaUva? oondltlona hava Ifaan m#t: 
•) 

Tha applicant has b«gun work* 
b) 

Tha managar of tha local amploy* 
mant aarviba offtca or othar au* 
thorizad paraonnal of tha Stata 
•g«ncy haa oartiftad th# bond* 



if 



Tha bonds ara Issuad In units 
of 1500* Maximum covaraga Is 
llmltad to 20 units ($10,000) par 
month* Although tha bonds hava 
no apaclfiad tarmlnatlon data, 
covaragg la usually obllgatad for 
1 yaan At tha and of that yaar, 
tha amployar will ba aakad to 
aaalrndata tha bondad Individual 
Into hia ragular bonding arranga* 
manta, drop tha raqulramant for 
bonding, or maka whatavar ar* 
rangamant ha can« provldad this 
doaa not }aopardlza tha IndU 
vtdual'a job. Howavar if tha 
amployar cannot maka othar 
amngamants, covaraga may 
oontlnua past ^t yaar; tha 
Stata amploymant sarvica staff 
will chaok ragularly, at laast 
avary 6 months, to aaa whan tha 
ramriramant can ba droppad. 
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FIELD MEMORANDUM 107-72 



In r«ply refer 
to MEEP 

U. S. DEPAOTMBWr OF LABOR ' 
Nuipover Admlnlitratlon 
W*ihin«ton, D. C. 20210 

March 17, 1972 

FIELD MmORAHDW HO. 107-72 

TO: Ali R8GI0HAL MAHPOWEH AEMDflSTRATORS . . 

SUBJECT: - Federal Bonding FrogrMS 
REFEREMCB: IBSPL 262U, Change 2 

1. Purpose . To clarify the Manpower Admini«tration»s potition regarding 
the proviiion in the Federal Bonding* Program guidelines on conversion 
from Manpower Adainistratijon bonding to coiBBercial coverage, and to 
announce the issuance of the Federal Bonding Program default list. 

* ♦ 

2. Background . As of December 19T1, 3,6lO persons have been bonded • 
through this prograa with 93** still active. To date, there have been 
only 55 paid default* in thh prograa since its inception, toUling $i*5,o30. 
One hundred and thirty-four clalaa were actually reported, but many of 
these were not applicable to the coverage i aoM are'^till pending; This 
record indicates the excellent Job that l»cal office pUcement staff are 
doing for the worker and employer using the federal Bonding Program. 

The following States and area* have had no bonding activity: Hew Hampshire, 
Bhode Island, Puerto Rico, Virgin Islands, Delaware, Arkansas, Oklahoemi, 
South Dakota, Guam, and Alaska. 

The McLaughlin Company is assisting the employment service in Its efforts 
to continue Job retention for bondees who have exhibited a sustained sense 
of reaponaibility under the sponsorahip of the Federal Bonding Program. 
They have agreed to arrange for standard coverage at comparable premium 
rates for aU bondees (without a paid default) who have been covered for 
a minimum of l8 consecutive months in the Federal Bonding Program where the 
employer is still unable to obtain cooMerclal bonding. 

3. Proeedurg . At the expiration of the DOL sponsored iS-itonth provision 
and it has been established that (l) the bonding requirement still exists, 
(2) tha employer will not drop the requireiwnt, (3) the employer's current 
•upplier will not accept the bondee, and (k) the employer cannot obtain 
coverage for the bondee from another carrier, the employer should contact 
either Mr. John Clark or Mr. T. S. Clark of the McLaughlin Company at 
2000 L Street, H.W., Suite 51*** Washington, D.C 20036, Telephone: 
202-293-5566, to arrange for standard coverage with an Insurance company 
authori»ed to do busineas' in the applicable State. If -the employer does 
liot provide commerical coverage at th€ expiration of the 18-monthe of 
DOL sponsored bonding and as a result the bondee is terminated from hi* 
Job, the worker* «uit be assisted in every way to obtain suitable reemploy- 
ment and bond coverage under the Federal Bonding Program If necessary. 
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k. Action Required 



(n) AdrlM State agencies of the proced\ires In 3 abore* 

(b) Adrlse State aeenclei haTlp« bondeet vho participated In the 

prograa for l8 or sore contecutlre months to take iiiaiedlate tteps 
to convert the bondees to standard conerclal corerage according 
to procedures outlined In 3 abore* 

(e) Furalsh the Itetlonal Office an explanation for the lack of bonding 
actlTttjr in the State agencies listed in 2 abore* 

(d) Itader separate cover i copies of the default list for the Federal 
Bonding Program are being transmitted, for import period ending 
Jtme 30, 1971 f to be forwarded to each State Bonding Coordinator* 
A master copy of this report shotxld be retained as future default 
lists will only include those* claims made within the specified 
report period and additional information regarding unreconciled 
eases* The State Bonding Coordinators will receive the updated 
default list and additional clalk information twice yearly; each 
report will cover the preceding six months* 

5* toguiyles* Inquiries on this program should be directed to 
Kathryn C* Brown or Lois Morley, telephone 202-96l-5597« 

6* Jtoiratlon Date* Continuing* 




PURGE A* QunriAn 

Acting Deputy Manpower Administrator 



Separate Cover (IMAU only) 
fMerml Boodlng Program Pefkult Uit 
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SCHEDULE 

I. BACKGROUND - ^ ^ . 

A. For the purpose of improving pi^aeement techniques 
and demonstrating the effectiveness of specialized 
methods in meeting the employment problems' of labor 
elements such as ex-offenders and others often regarded 
as high risk groups ^ the Secretary of Labor has estab- 

' lished the Federal Bonding Program. This nationwide 
program^ which has operated successfully as an Exf>eri- 
mental and Demonstration Project since March 1966 ^ is 
to facilitate the placement of individuals who cannot 
obtain suitably employment becuase of their inability 
to qualify for fidelity bond coverage due to police ^ 
'credits or other records. This program is intended 
particularly to assist duly authorized representatives 
of federal and state placement agencies in placing 
such persons who have difficulty in securing fidelity 
bonds required for employment in jobs that are other- 
wise within their capeJDilities . 

B. In the course of their routine contacts and consulta- 
tions with local employers, representatives of federal 
and state placement agencies concerned with job develop- 
ment activities frequently encoxmter a willingness 

on the part of employers to hire persons with a criminal . 
or other adverse record, subject to the individual's 
being qualified for the work in question e^nd his accep- 
tance by a surety company for fidelity bond. 

C. In some instances, the requirement for bond i,s an 
established element in i particular employment situation 
where , except . for the circumstance of the person's record, 
he would be routinely covered under the employer's exist- 
ing bond coverage. In other instances, bonds are re- 
quired in situations in whiich the particular position 

has not heretofore b^n covered by bond, but is now to 
be covered for the protection of the employer's interests 
as a condition of employment. 

*D. This program was initially started with only the 
broadest idea of what to expect in the way of losses, 
^ and one of the important products of, the experiment 
and development stage of the program has b«en '^he 
actual loss experience. This experience history covers 
the period March 1966, through December 1971. 



A-55 181 



Contract No. L-72-155 



ERIC 



SCHEDULE 



Average Coverage 




5.000.00. 


Maximum Coverage 


$ 


10^000.00 


Number of Bonds Issued 

* 




3610 


Number^ of Claims Reported 




136 


Number of Claxms Paxd 




56 


Amount of Claims Paid 


$ 


45,630.00 


• 

Amount Reserved for Claims 


$ 


43,877.00 


Losses Incurred ^ 


$ 


89,507.00 


Premium Earned* ^ 


$459,023.60 


Loss Ratio 




19.50% 



• * 

Through tKe experience gained in a purposely limited number' of \ 
cities (four) , the program w^as expanded gradually to include , \ 
some whole states, then 25 more cities, then to some individual 
projects, and finally, in January 1971, at the «nd of four 
2Uid one half years of experimental work, the program, was 
established on a nationwide pilot basis. Because of early Icm , 
Iocs experience, the premixim rate was reduced by one-third 
after the first three years* operation • Data for the one- 
year period of nationwide expansion (Januazy 1, 1971, to l 
January 1, 1972) are .as follows: \ 
- * * 

Premium Eaxnied ^109,024.00 

Losses Incurred 

^ (paid and reserved) $ 49,297.00< ^ 

Loss Ratio 45,22% 

II. DEFINITIONS " . ' * 

Bondee - An individual who as a member of the labor force 
is duly nominated by the government or it« agent and 
accepted by the contractor for bonding coverage und^r the 
terms of the contract* 

■ \ 
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SCHEDULE < , 

Sponsor - Those' agents of the government designated to 
nominate individual members of the labor force for bonding 
coverage iinder the terms of the contract* 

Bonding Unit^ - $500, - of bonding coverage for one person 
for one calendar month or fraction thereof. 

III, STATEMENT Of WORK 

The contractor will provide fidelity bond coverage on an on-^ 
calif no selection basis^or that portion of the labor force 
whicdi for variotils reasons cemnot qualify for standard 
commercial coverage. HechajLl also provide, such special services 
as may from time to time be ^required for implementation of the 
program^ such as attendance at meetings ^ development and 
pur^aentation of training sessions, and' special analyses and 
reports. ^ . , ^ . 

IV. * AUTOM ATIC COVERAGE 

Bonding coverage herevinder shall be automatic and the contractor 
may npt veto or othervise fail or refuse to accept a Bondee 
certified by an authorized sponsor for bonding coverage hereunder , 
notwithstanding the Sendee's past record r expect that the - 
contractor may terminate coverage of any Bondee who has been 
the cause of a paid. loss while previously bonded under this 
program sxibject to, the ]^ovisions of paragraph X (D) below. 

vi MAXIMUM ^yVERAgE * 

The maximxxra bonding coverage on any individual that may be 
required of the contractor is $10,000.00 

VI. STANDARD COMMERCIAL COVERAGE ' 

I ' 
Contractor shall accept or otherwise arrange for standard 
commercial bonding ^overage any bondee who wfH have been 
covered for a period of* 18 consecutive months under this 
program without a default, paid. or pending, if continued 
coverage remains a condition of employment. 

VI PERIOD OF PERFORMANCE^ 
4 

The period of this cwntract shall be from I July 1972 through 
30 June 1975 for bonding coverage with an additional period 
for discovery 2lnd exe.rcise of. related rights and obligations of 
15 months through 30 September 1^76. ' 
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* SCHEDULE 

VIII* REPORTS 

Contractor shall sxibmit to the Contracting Officer's Technical 
Representative by not later them the 20th day of the month 
an automated Monthly .Status Report in original and 2 copies; an 
additional copy shall be forwarded to the contracting bffiqer. 
The monthly .status report shall group bondees by sponsor and 
for each bondee shall list: 

bond number 
* bondee name * . . 

Social Security number 
DOT code 

date coverage commenced . ^ 

coverage termination date 
cQVjerage level (in units) 
cumulative coverage (in xinits) 
. eitiployer name 6 address 
employer SIC code 

« - ' ' 

Subtotals shall be struck for each sponsor to show bonding 
units consumed during the report month. Each Monthly Status " 
Report shall include a recapitulation of unconsumed bonding 
units carried over from prior monthr^ bonding units ordered 
during the report month, bonding \inits consumed during the 
report month, balance of unconsumed bonding \inits remaining 
sm^ total number of bondees covered, added, and terminated 
during the report month* 

The contractor shall submit a semi-annual clalniS ' report as of 
June 30 and December 31 each year and at the expiration of the 
contract in orginial and 3 copies to the director with an 
additional copy to the contracting office^ . Each semi-annual 
claims report shall lis^t for the report period; 

claim niimber 

date received 

claimant name & address 

date acknowledged 

claim details t 

disposition and chte 

Claims listed as pending shall be carried forward on subsequent 
reports until final disposition has been made and reported. 
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SCHEDULE 

The contractor shall stibmit an annual report as of June 30 
each year and at the expiration of the contract in original 
and 3 copies to the Contracting Officer's Technical 
Representative* with an additional copy to the contracting 
officer. This annual report is for the purpose of apprising 
the Contracting Officer's Technical Representative of the 
general progress and success of the program. In this annual 
report the contractor shall delineate coverage provided during 
the year, claims paidl, claims o,3cnu,a. . loss ratio, number of 
bondees converted to commercial coverage, unsolved problems, 
opinions, and recommendations* 

IX. COMPUTATION OF BONDING UNITS CONSUMED 

For the purpose of computing the number of bonding units 
constaraed, a fraction of a month's coverage shall count as 
a full month at the start of a bondee's period of coverage, 
but a fraction of a month at the end of bondee's period of 
coverage shall not be counted. No bondee shall be covered 
concurrently for more than one position. 

X. PROGRAM ADMINISTRATION 

A. Within 30 days of the effective date of this contract 
and subsequent to execution of the initial bonding unit 
call order the Contracting Officer's Technical Representative 
shall provide the contractor with a list of bondees 
ctirrently under program coverage. The contractor shall 
continue coverage for these bondees on and after the 
effective date of the contract. This list shall indicate: 



bondee. name 
DOT code 
sponsor 

level of coverage in bonding units 
date coverage commenced 
name & address of employer 

B. Concurrently with the initial call order for boI^^Jing 
units the Contracting Officer's Technical Representative 
shall provide the contractor with a list of sponsors 
authorized to designate members of the labor force for 
bonding coverage under the contract. From time to time 
additions and deletions to this list shall be made in 
writing by the Contracting Officer's Technical Representative. 
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C. Sponsors shall designate candidates for coverage or 
terminate coverage in writing to the contractor as 
'follows: 

V 

initiation or termination 

effective date 

nama 

social security number 
DOT cod« 

level coverage 

name & address of employer 

SIC codp 

All such designations shall reference this contract 
number and be addressed to the contractor as follows: 



, Effective date for initiation of coverage shall not be 
retroactive. * 

D. Contractor shall confirm initiation of coverage 
within 15 days of receipt of sponsor notification by 
issuance of a fully executed name schedule fidelity 
bond. In the case of termination of automatic coverage 
under Article IV above, cancellation shall take effect 
ten days after notification to the employer of such 
intent to cancel by the insurer. Orginal of such 

bond or other written notification shall be (mailed to the 
employer with, a copy to the sponsor. 

E. Tlfe bond required to be furnished under the terms of 
this contract shall be identic/al in form, including 
clauses # provisions, agreements, conditionp, etc., with 
the sample attached to this Schedule as **E)chibit A./* 

XI. KEY PERSONNEL 

A. The key personnel which the contractor shall furnish 
for the performance of this contract are as follows: 



Stimmit Insurance Company of New York 
c/o Suite 514 r 2000 L Street; NW 
Washington, D.C. '20036 



John B. Clark 
Thaddeus Clark 
Victor Galin 
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* 

B. The personnel specified above are considered to be 
essential to the worJe being performed hereunder. Prior 
to diverting any of the specified individuals to other 
programs, the contractor shall notify the Contracting 
Officer reasonedaly in advance and shall subndt 
justification (including proposed substitutions) in 
suff^icient detail to permit evaluation of the impact on 
the program. No diversion shall be made by the contractor 
without the written consent of the Contracting Officer; 
provided, that the Contracting Officer may ratify in 
writing such diversion and such ratification shall 
constitute the. consent of the Contracting Officer 
required by this clause. The listing of key personnel 
may, with the consent of the contracting parties, be 
amemded from time to -time during tbe course of the 
contract to 'either add or delete personnel , as appropriate . . 

XII. CONTRACTING OFFICER TECjiNICAL REPRESENTATIVE 

The Contracting OJEficer's Technical Representative is 
Mr. Finlay L. Petrie, Chief » Division of Placement, U.S. 
Employment Service, Manpower Administration, Department of 
Labor. He is authorized to perform such functions as are 
specified elsewhere in thiis schedule and to review and recommend 
approval of: 

A. Technical matters not involving a change in 

the scope, price, terms, or conditions of this contract. 

B. Monthly 6 Annual Reports. 

C. Inspection t Accept2mce of Services provided. 

D. Invoices. 

He is not authorized to sign any contractual instruments or 
direct any action that results in a change ip the scope, price, 
terms, or conditions of this contract. 

XIII. RENEGOTIATION OF PREMIUM RATE 

Should any annual report disclose a loss ratio for the year 
of less than 35% the contractor agrees to negotiate with the 
government to reach a new premium rate such as will maintain 
the loss ratio above 35% for the succeeding year. 
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XIV. PROCEDURE FOR ISSUANCE OF CALL ORDERS 

The Contracting Officer will issue ••call orders'* under the 
terms of this contract* Such orders will be unilateral 
within the limits described in Article III above and the 
available funcUs stated in this contract* 

(1) ' Standards Procedure: 

a« Call orders will describe the services to 
be provided r points of performance or delivery 
and total price. 

h. Call orders will be effective on the date 
they are signed by the Contracting Officer. 

^ c. Call orders will be consecutively numbered. 

d. An initial call order for 100,000 bonding 
units shall be executed at the inception of this 
contract • 

e. * Subsequent call orders shall be for quantities 
of not less than 25,000 bonding units. 

XV. SPECIAL SERVICES 

The special services described under Article III above, will 

be performed exclusively by the contractor's apt)ointee. 

The McLaughlin CompanyA 2000 L Street, NW, Washington, D«C. 20036*. 

XVI. PAYtlENT 

The fixed price of fidelity bonding vinits under this contract 
will be $.85 per tinit. Initial payment for 10,000 bonding 
units shall be submitted for processing concurrently with the 
initial call order for bonding units. Subsequent payments shall 
be made against monthly invoices in the amount of the estimated 
bonding \mit constimption for the succeeding month. Invoices will 
be submitted (original and four (4) copies) to: ^ 

Contracting Officer 
Division of Procurement 

Office of Administrative Services (Rooni 7102) 
Department of Labor v 
I4th ft Constitution Ave, NW 
Washington, D.C. 20210 
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2.11 CONCLUSIONS, "BONDING DEMONSTRATION PROJECT: 
AN ANALYSIS OF THE PROGRAM'S FIRST YEAR" 
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Bonding demonstration project . 
an analysis of the program's first year 



This report on a special manpower project 
was prepared under a contract with the 
Manpower Administration, Department of 
Labor, under the authority of the Manpower 
Development' and Training Act^ Organizations 
and individiiaJs undertaking such projects under 
Government^ sponsorship are encouraged to 
express their own judgment freely • Therefore, 
points of view or opinions stated in. this document 
do not necessarily represent the of/icial position 
or policy of the Etepartment of Labor • 



Marion C. K&tzive 
October, 1968 

Contract No. PO 82-34-68-39 
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ly, CONCLUSION 

•",1 i *. • 

The Bonding Asaistance Denaonstration Project was conceive^d as a 

«. • 

means of denxonstrating the viability of bonding ex-offeijiders who would other- 
wise be held back frona suitable enaployment* During its first yqar little was 

found out ab6ut the need for such bonding or the risks it involves, but a degree 

* * ■■ » ♦ 

• . ^ ^ ^ . ' . 

of certainty wa» achieved on the question^of whetKeir^^ availability of bonding 

coidd actually nnake a difference in the employability of ^fbrtrier offenders. It 

now seems clear that for ^t least some persons with criminal records, bonding 

can make the difference between unemployment and a stable, suitable^ position. 

* 

Further experimentation should be directed toward testing this conclusion 
and finding out more about the persons who are actually benefited by bonding. / 
.With more complete information about the characteristics of the "successful*' 
bondee, bonding slots could be more efficiently ;utiliced« Similarly, inforniation 
on characteristics of employers benefiting from the program would aid in 

efforts to develop job opportunities* Programs emphasising use of bonding for 

* » ^ 

training or upgrading should also be-tested during the experimental period as 
possible means of explicating the full potential of k bonding program* 

The first two yeacrs of the .bonding program have restdted in no assurancc^s 
that bonding co'mpanies are ready to change their exclusionary policies* Th^ 
results of further experimentation might demonstrate the usefulness of a bonding 
program rnn by the Department of Labor to service the limited number of workers 
and employers who are able to benefit from the non«» exclusionary boni4« 
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242 ABSTRACT 'BOND I Nd ASSISTANCE' DEMONSTRATtON PROJECT 
IN PRISONER TRAINIJ^G PROGRAMS 
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STAHDAMO tITLi PACU 
PM TfCNNICAL HC^ORTS 



ll* Re 



poit No. 



3. Retiptem** cauiog No 



4. Title simI Su^itle 

BONDING ASSISTANCE DEMONSTRATION FROJtCT IN FRI50NER TRAINING 
fROGRAMS 



5» Report Date 

SEFTEMBFR l^^: 



7. AtfiliOfCt) 



ROBERT R. SMmi 



No. 



9^ Fetlofmirif Org •nuotion Naivie oad Ad^^ett 

EXfERIMENTAL MANFOWER LABORATORY FOR CORRECTIONS 
DRAfER CORRECTIONAL CENTER . 
ELMORE* ALABAMA 



10* HfOitct lo»k tofk 



H« Comf«cr Ortoi No* 



DL 82^I^9^J6 



X 



4- 



12^ Sp««itotirtf Agtncy Nome omi Addreto 

Dtpi^rtmmt of labor 
MinpoMr Adainiitration 
Of fie* orXMtireh and TkntBlxypm^fot 
1111 20th «t . , Jr*W: Washington, D.C. 



\% Typt cf Reporr k Period 
Covered 

FINAL 



20210 



14. Spootoring A|eni y Code 



|$» Sufplemeoiotjr N#tet 



Aktftrocii * ^ 

Tli# avaihibilltx of ftdelity bonds for •x-ofTcndtn who wirt involved In the U, D«pirtmtnt of Ubor*i (DOL) instautiomd ' 
**25r pti»rm trtJmng projtdj h«$ astUted job^uiJified tx-offttKkn in lalning jobi th«y wouW not have gotten otherwise 
Hiii rtport (a) iMK^btt methods uied In pto^ding bonding iMliUnoi to t x-offendtri* utUiung a ctntril aftnc)^* and (b) pretenti - 
«n anilnis of d«mograpbc dtU on th« typti of tx-cfrrndtn who rtquirtd bond. 

Thk pioJ»ct,,ttgrtid in AufMtt 1969* H only a imiU^ of the krfar F»d««l Bondinf frofram which tht Dtpartment 
of Labor hai bttn condi«;^iii| linci 1966. One of tht objtctivai of thia cwwnt ftudy wii to amia th« feaibility of a central 
aatncy adnilnkteflng tht proitet for nurtitroui geographkraUy dlsptraed prlKmer tmkning projKti. Th« Expt rtmental Manpower^ 
Ubofitory for Corre^tlont (EMLO at tht Draptr ConrMik>nil Ctnt«r in Elmore, Akbttna. acted ai tht central agency and 
coUtcttd, aniUyiid* and rtporttd tht demographic dtta which wtrt t>th«rtd on tht bondMi. 

TWO important flndinti from tht ahalyali of th# dtmograpWc dtU imd antcdotil mattriia ait nottworthy: (1) The project 
appears to htvt had Ht grttttit unptct in asttsting )to6*^u#/</k<f tx-offtniNrs to obtain trnjiloymtnt who would otherwise have 
betn unabW to obtaBi tho$e jobs* and (2) many tx-offtndtrs wtrt pkctd in job* without havUif a bond negotiated In many 
r«porU from tht BCA*«* H was toidkattd that thty wtft placing tx-offtndtn in Jobt mtr*ly btcavitt tht employers wf re wld 
on thtir qyaiifkttJorti at loon at n was kamtd that tht ftdtral govtrnmant wouJd bond thtm if needed. 
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y ^ Abstract 

The availability of fidelity bonds for |CX-offcnders who were involved in the 
U. S. Department of Labor's (DOL) ifistitutiqnal "251" prisoner training projects 
has assisted job-qualified ex-offenders in gaining jobs they would not have gotten 
otherwise. This report (a) describes metfiods used in providing bonding assistance 
to ex-offenders, ^ytilizing a central agency, and (b) presents an analysis of 
demographic data ony^tJic types of ex-offenders who required bond. 

This project, started in August 1969, is only a small part of the larger Federal 
Bonding Program which the Department of Labor has been conducting since 1966. 
One of the objectives of this current study was to assess the feasibility of a central 
agency administering the project for numerous geographically dispersed prisoner 
training projects. The Experimental Manpower Laboratory for Corrections (EMLC) 
at the Draper Correctional Cejiter in Elmore, Alabama, acted as the central agency 
and collected, analyzed, and reported the demographic data which were gathered 
on the bondees. . . 

Only minor problems were encountered in the central agency administration, 
and they were remedied quickly. The ease in administering the project is attributed 
to an open line of informal and formal communication between the bonding 
certification agents in the field and the director. This close working relationship 
helped to reduce formalities to a minimum and facilitated timely reporting from 
the field. Conference calls from the director to groups of BCA's and brief letters 
were also used periodically to help maintain these ties. 

Two important findings from the analysis of the demographic data and 
anecdotal material are noteworthy: (1) The project appears to have had its greatest 
impact in assisting fob^ualified ex-offenders to obtain employment who would 
otherwise have been unable to obtain those jobs, and (2) many ex-offenders were 
placed in jobs without having a bond negotiated. In many reports from the BCA's, 
it was indicated that they were placing ex-offenders in jobs merely because the 
employers were sold on their qualifications as soon as it was learned that the federal 
fovemment would hokd them if needed. 

Additionally, it /was found that if a central agency is to function effectively 
as a training ccnter,/a problem-solving and question-answering service, and a data 
collection and analysis organization, it must devote the better part of three persons* 
time to the task^ 

From the overall analysis of the bonding project, two recommendations are 
made: (1) TJiat in order to prevent unnecessary bonding unit usage, all agents 
should periodically cross-check bondce records on hand with a print-out from the 
bonding company which indicates the dates that individuals were bonded and 
terminated and (2) that all agents be required to mainjain data for those individuals 
who arc not bonded but who are placed in jobs merely because the agent mentioned 
the bonding capability. Data from (2) would yield a more accurate appraisal of 
the bonding program's beneficial impact. 
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3.1 INSTRUCTIONS FOR OPERATING THE FEDERAL BONDING PR0GRA5f, 
WISCONSIN STATE EMPLOYMENT SERVICE 
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LOCATIOy OF DESIGNATED DISTRICT^OlTiPE 
FEOBRAL BOHDIHG SPECIALISTS 



Appleton Madison Adult 

Serves Appleton WIN, Neenah*Menmsha 
Ashland 



Serves Madison yoC and WIN 
Manltoiroc 



Serves Ashland and Medford CEP 
Beaver Dim 
Belolt 

Serves Beloit WIN 
Eau Qalre 

. Serves Eau Claire WIN L RLce Lake 
FOnd dii Lac 

Serves Fbnd du Lac Win 
Green Bay 

Serves Green Bay WIN and Shavano 
Janesvllle 

Serves Elkhom and Monroe 
Kenosha 

Serves Kenosha WIN 
La Crosse 

Serves Sparta SCP and Tomah 
Lancaster 

Serves Plattevllle 



Marinette 

Marshfleld 

Milwaukee 

* Serves WIN, North CEP, South CEP 
h South Mllvaukee 

Oihkosh 

Serves Oshkosh WIN 
Racine 

Serves Racine WIN 
Rhlnelander 

Serves Antlgo SCP 

Sheboyg^an 

Stevens Point 

Superior 

Serves Superior WIN & Superior, 
Ladysmlth & Spooner CEP 

Watertovn 

Waukesha 

Watisau 

Serves Wausau WIN 
Wisconsin Rapids 
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General InfortMitlon Concerning the 
Federal Bonding Progran 

The rcdcral Bonding Progrta 1» authorized by the MDTA Act of 1962 amended In 
1965 tod i» currently funded In the Department of Ubor, Manpower Administration 
by a conbination of E and 0 and MDTA monies. 

The Manpower Administration has purchased sufficient $500 bonding units from the 
l>onding contractor to cover all requests from the 50 states imtil July 1, 1971 • 
Funding with MDTA monies will continue after this date. 

'i 

The only typ.e of fidelity bond available through the program is the Hamc 
Schedule Bond. Thla bond protects the employer against loss of money or 
property through an eiBG?loye's infidelity, dishonesty or default* 

Any individual is eligible for IS bonding coverage who has filed a vork 
application with the Employment Service and is unable to secure suitable full- 
time, permanent employment with a specific employer (who requires a fidelity 
bond as a condition of employment) because bonding coverage has been refused 
through regular conmercial bonding sources. 

Permanent full-time ea^pdoyment shoiad be interpreted in terms of the local labor 
market^ e.g., can be as low as 30 hours per week if this is standard with an 
employer. 

Individuals on an OIT contract where an employer-employe relationship has been 
established with a view toward permanent employment are eligible. ^ ^ 

Individuals who are on a temporary work-experience assignment such as WIN or 
WC, or who are still in MDTA training, are not eligible. 

Att- Indiyidual ea^loyed on a correctional Inatltutlon vork-relea«e program, 
vhere the o^ployer has agreed to hire the Individual upon final release. Is 
eligible for bonding. 

Self-caployed persons are not eligible. 

Doaestic workers may be bonded for only one full-time Job. 

Citlsenshlp Is not « prerequisite for obtaining a bond as long as the Individual 
Is legally able to vork. 

Apy bondee whose coverage has been terminated because of any fraudulent or dis- 
honest act Is not eligible for furthei* bond coverage. A quarterly list of 
' defaulters by -laaae and Social Security maber will be reguUrlor distributed to 
local Bonding Specialists. 

Bonding coversge should also be extended to an already employed worker whom 
an eaployer vlahes to transfer or promte into a bondable Job, but who has 
been refused bonding coverage through regular conmercial bonding sources. 
Contact with the ES can be made by either the worker or the eiqployer. The 
worker must be personally interviewed by the » to ascertain whether private 
bond refusal has acttuOly occurred. , 



ERIC 



A-69 

199 



Bonding trnits mre issued in miltlples of $500 with a maximin limit of 
$10,000, on any one eaiploye. Specialists should issue the lowest minimum 
aaount an csiployer will accept. 



In a special case vhere a coonercial bonding cooqpaoy has refused coverage 
of an employe vhlch Is ahove our |10,000 maxlmua , e.g., requirement of a 
$25,000 bond, the ES Specialist nay certify a $10,000 bond provided that 
the conerclal bonding company agrees to cover the esqploye vith the 
additional required $15*000 of bonding. 

Whea an 18 certified bond is terminated by the Specialist at the end of 18 
months, the Mcljaughlin Campmxsj will contact the eaployer by mail and offer 
private bonding coverage of the osploye at the lowest standard rate then 
prevailing* in the locality. 
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Procedures for Handling 
The Federal Bondlog Program 

The determination of a need for E8 bonding of an applicant in order that he 
might secure suitable , permanent, full-^tiae ei5>loyfflent. can be n^ade by any 
selection and referral interricwer, counselor or Job developer* 

Erldence «uch «s an oral ■tRtem«nt froai either the applicant or employer that 
fidelity bonding ha« been refuted the applicant by caaaercial bonding 
•oiircea ahovad be Recorded on the applicant 'a Application Card, Form WSiS-20D, 
imder Job Development Efforta. 

Cnce applicant eligibility ia verified and an employer agrees to hire an 
applicant, if the IS furniahea a bond, thia information ahould be given to 
the diatrict office Bonding Specialiat vho vill complete the Sponaor'a Cer- 
tification form in triplicate, aign it and forward one copy to the agent 
in Waahington, D.C. Thia muat reach the McLaughlin. Co. , Washington, fi'.C. 
vlthin 1$ days of the bondee'a entry on the Job. The Specialiat vill keep 
one ^copy for the bonding file and forward one copy to the State Bonding Co- 
ordinator, Adminiatrative Office, Diviaion of Manpower t«;ilixation, Madison. 

In the meantime, the Bonding Specialiat vill iaaue Bonding Form Letter No. 1 to 
the employer, indicating the aaaount of bond, and name and Social Security 
number of the individual bonded, and informing the employe;* that coverage for 
one year ia effective vith entry of the applicant on the job. (The employer 
will receive the actual bond within 15 daya vith a copy to the ES Bonding 
•Specialiat . ) 

Outlying officea, e.g., Antigo SCP, vill obtain fidelity bonding service 
through the desitpaated Bonding Specialist in the diatrict office aerving their 
territory, in this case Rhinelander. The outlying office will verify that 
bonding of an applicant has been refused by commercial bonding aourcea and 
enter thia on the applicant 'a Application Card, Form WSES-200. Request vill 
then be made for Certification forma and the aatellite office will complete 
aectlona B and C and forward them to the Bonding Specialist for certification 
and mailing to Waahington, D.C. FbUow-up with the employer, using the form 
lettera, and all termlnationa will be handled directly by the Bonding Specialist 
in the district office making the certification. 

At the end of two montha -of bonding, the Bonding Specialiat will contact the 
saqployer, using Bonding Ibrm Letter Mo. 2 to ascertain whether the applicant 
ia atill on th« Job and, if not, remind the mployr to return the bond to the 
re for termination (encloae retium-addreased indicia envelope for convenience). 
Tbia ia an important contact , ' aince experience in other statea haa ahown that 
moat termdnationa occur in the firat 60 daya of employment and the employer 
freq[uently forgeta to return the bond vhich ve then continue to pay for. Also, 
•ach termination makea that maay more \mita of $500 bonding available to the 
for other applicants. 

Ito terminate an exiating bond the Specialiat vill cosqplete the "Sponsor's 
Request for Terminatioj^" in quadruplicate, including the Bond Ihaaber, aign 
the temination and forward two copies along with the bond Itself to the 
McLaughlin Company. 
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About tvo weeks prior to the end of one year the Bonding Specialist will con- 
tact the employer, using Bonding Form Letter Ho. 3** This letter is sent to 
attempt to get the employer to take over the bonding of the individual or 
drop bonding entirely. If this request results in Jeopardizing the employe's 
Job and the aaployer refuses to drop bonding requirements, the employer may 
be iiaformed that the bond will be continued for an additional six months* 

At the end of l8 months the Bonding Specialist will inform the employer that ' 
the bond has expired and abould be retixrned to the district office for termina- 
tion. 

If a bondee changcts Jobs with the same employer, which res\ilts in a need for 
a chatige in ^ the amount of coverage, the Specialist shoxild prepare new Sections 
A^ B and D of the Certification form and forward to the McLaughlin Ccmipany. 
They will then certify the bondee for the new Job^ 

Since bonding is considered to be part of the total placement process, staff 
time In this connection should be charged to Code 550. 

Criteria for eligibility of applicants are very lenient and we know of no 
liability which would be incurred by the district office or the bonding 
specialist from operation of the program. 

*■ 

If you have any questions concerning eligibility of individuals or problems # 
with employers, please contact the Administrative Office as follows: 

E* A. Blankenburg, State BoMing Coordinator 
Telephone: 6o6 266-^0366 

or 

Mrs. Mary Bresnahan, Alternate 
Telephone: 608 266-0367 




State of Wi»<?o»«U \ DEPARTMENT 




OF INDUSTRY. LABOR on<j HUMAN RELATIONS 



WISCONSIN STATE EMPLOYMENT SERVICE 

(D.O. Address mnd City) 



February a6, 19T1 



mis it to confirm that th« 



fidelity bond covering 



Amaui^ of Bond 



Mho— Social Security 



IHW of IndiYlduml 



Kg. la 



haa bean certified by. otir District 



office Bondinf Spedaliat and la effectire iMwdiately upon beginning 
«ploy«ent vlth your firm. The aigaed Certification haa been forwarded 
to the McLaughlin Company, 2000 L Street, H.W., Washington, D.C., 20036, 
undenrritera , and you ahould receire the actual Bond from' them within 
15 ds^a. The Bond will be ih effect for one year. 

neaae file the Bond in the I«pioy«'« personnel folder and return it to 
o«r office imedlately if the «mploye terminatea eBq?lQyment with your 
flm. * 

iOl eoMwnicatlona concerning your filing of a claim la connection with 
thla Bond ahould be directed to the^ McLaughlin Cbmpaoy at the abore 
addreaa. 

lb effect any change in coverage, contact the Bonding Specialist at our 
offlee. ' • 



Sincerely, 



Dlatrlct Manpower Director 
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3.2 LETTER TO EMPLOYERS, 



CALIFORNIA STATE EMPLOYMENT SERVICE 
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State of Wi«COllWll \ DEPARTMENT OF INDUSTRY, LABOR _a«d HUMAN RELATIONS 

a Hj WISCONSIN STATC CMPUOYMENT SERVICE 

l^jH (D.O. address and city) 



April 26, 1971 



To Bqployer» 



This is a routine check to see if 



(MMe of Individual) 



vhos ve have bonded^ under the ES Bonding Program, is still on your 
payroll. If not, please return the Bond to our office using the en- 
closed envelope. Ko postage is required. 



If the employe raMiins on your payroll, please check belov and return 
this letter in the postage**free envelope. In this case bonding by us 
viU continue. 



QSsploye still on payroll 



Sincerely 1 



District Manpower IJlrector 



0 



Icmding WSIS-2 
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ofWi 



isconsiB 



in \ DEPARTMENT OF INDUSTRY, LABOR and HUMAN RELATIONS 

WISCONSIN STATE EMPLOYMENT SERVICE 

(D«0« address and city) 
February 26, 1972 



. < . .. 












1 















To Baplqyer/ 



Ihis is to inform you that the fidelity bond covering 



(Hasie of Individual) 



vhlch we furnished for one year will expire on 

Since the individual has had no problems during the year in connection vith 
the Bond» further coverage may not be necessary. If you feel continued 
coverage 'is required, ire^ would appreciate your considering regular ccimner- 
cial bonding. This will make funds from our bonding program avadlable to 
other worthy applicants for work* 

If you will retirrn the original Bond to our office we will handle details 
of termination. Peel free to call us if you have any questions. 



Sincerely « 



District Manpower Director 



Bonding VSES*3 v - 
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SPONSOR*S CERTIFICATION 
(PUoM Type) * 



TO: Th« McUu#ilin Company, Agtntf 
Indiana Bondini & Suraty Company 

2000 L Street, Northwest 
Suite 514 

Washington, D, C. 20036 



For Compony Use Only 







A. SPONSOR 



John J. Doe 


ES Bonding Specialist 


Wisconsin State Ekployaent Service** P.O. Box IU69 


Janesville 


AddrMS 

w Wisconsin 535^5 


City 


W ^s. State Zip 



a. EMPLOYER 



The ABC National Bank #^ r' ^ 


123 Lincoln Street 


Nome 






Address 


' Wiscon?i^^535U5 


JanesTille 




City 




State Zip 



C. For NEW coverage^ complete the following 



Nome of Bondee 
Loit First 


Amount 
of Bond 


Effective Dote 
Mo. Day Year 


SociaJ Security 
Number ' 


D.O.T. 
Code 




Jtohn 


^2500 


2 


2k 


71 


39I4-.O6-IU16 


212.368 
























































— ^ 











•ta • jot^vn^pjooo 9o[-(paog 9%9%Q or^ Xdos aao ijwu ptn 9X1 J 83 OT ^(^^ d»9yi :at^og 



AMdUMQ U«|l^toW-|3|f(| MIX 
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~pa6pa|MOM)|dV a4oa 



SPONSOR'S REQUEST FOR TERMINATION 



SPONSOR 



John J. Doe 



Nome 

Wisconsin State Btplpysent Service P.O.Box IU69 

Wisconsin 
' S»at« 



Janesville 



535U5 



Xity 



Zip 



EMPLOYER 



The ABC national Bank 



Nome 



123 Lincoln Street 



Actdrsu ~ 

Wisconsin SgS**? 

5ta»« ZTp~~ 



Janes ville 



E. The above Sponsor hereby notifies Ths McLsujhlin Company of Hie cancellation 

specified (>elow und^r BOND NUMBER 2U56 and warrants that the Employer 

ho$ been $0 notified: , 



Nam* of Bonded 
L«t First - 


" E(F«ctfv« Oats 
of Tsmiination 
Mo. Day Ycor 


asith 


John 


6 


15 . 


11 




























* 





Oats Submitted 6/15/71 



\J SigiSlture of Coordinator, 



Local Office No. 
Coordinator Ttkphone No. 

608-75'*-0221 



INSTR UCTIONS 

*\. If this sfde of form is^compl^ted, it should be typed }r| l?0UR00HE8 end originol and one^ ' 
copy mailed to indioM tkmdiiig li Surety Cot^^ at oddfess on reverse. 

2. If o lovidee ckcgiges frotn dhe fimpioyer ^ . ^her, hit coverage MUST be conci^led on this 
sidf ^and new coverage ordered. A--78 ^ 

ERIC ImNene Bondine hereby oeknowledqes receipt of the above request for termination* and has effected 



(All comnumicMtiom in conn^ctian with this Bond should 6t direct9d to 
The McLaughlin Compmy, 2000 L St, NM. Washington, aC 2O036,) 



NAME SCHEDULE FIDELITY BOND 
INDIANA BONDING & SURETY COMPANY 
Oi#r«in coU«d fh« Uhd«fwrif«r) , 



DECLARAtlONS 
1, 



NoiM of Employer 



coii«d Hm IftMfW. 

2. Effoeti^ D«t« ol Coverogt 

3. Schedule: . 



Stole 



Bond Number 



ond the United Sfotet of Americoi- herein 




Signed, tooled ond doled ihit^ 



day of_ 



INDIANA BONDING & SURETY COMPANY 



Attomey-m-Foct 

4. The lidbitity of the Underwriter is subject to the terms of the following conditions: ^ * 

The Underwriter, in eonttderotion of the poyment of no ogreed premium ond subject to the DecloroMoni made o poi t 
hereof, the Agreements, Cofiditions and other terms of this bond, agrees with the hsured os follows: 



1. 

TOIMY ttM I 



AOHiiMiim 

f«r kM» •! mmm/f m prae t ' t y (Hielueififl tfiat tm wMcli tM lfifur«e It^rM^emlMii) tutUlfMe tttroyfH «fW frMieul^fit or mt^omm 
any , Mmm m in c«llieNm, or •€C«i«»y(f»9 # mHKm lltM, In tiM Sch«etil« at IfiekaM in Oaclaratlon 3, wtitia 

>, ei UM MNMIofi. M>fw CM m&f ea, lilfi f«rca, ane il K a m iae «vttMn IS m wt na aftar c a waalltln (appllcaei^ wtian 
t« ma ca nca H a e gartlaw ftmm hm eala •f eacraaaa). caw c a w atln •! thk Oafie at an antlraty, at »ra»teae m Coneitlan S or In 



e* Jnoaiwn^jy 
If tHa aena ta ta of 
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It auettltiiiae for any #ftor toone or Milcy of Inturanca carriae toy tna Int w ae or ey any praea t at t ar In fntaraat of tna 
•r eoHcy la t a^iwlnaia^. can^iae or ailowae to fxplro m of tha lima of tycH tulMtltittlon, tha lineorwrKar atraat to M i ea m 
any lott iMatalwta ey tno intMrad, at aforataM, ane ^iKOvaroe at provMae aeoM ane wfilcti wouM ha^ immi rac o »ar afc l a ey tita 
well prior eone or policy axcapt for tfia fact th<t tna tlma* witnin wHlcfi to eitcovar loat tnorounear tiae aicplrae; 

iiiPB W| afforeae Oy tUte parayapn tnail Oa a port of ane Mn^aeeHlon to tna amount of co na ra pa a fforeaa ny tHH Oenet 

H iwo eaan o o wwae ^noar ifilt Oon^. nop tMt Oone wHn Itt aaroamantt, Ni itftl l ut ane aoneftlont at of tiio tmw of tiicn tue- 
iwnon <no acft or e afoo m ca ti i l m anOi mat wara conwn<tto<> an< i%\ ra c otary onear tHH Oone en a cc otmt of tucH loat #iall m 
anMPe liova eaan ut PiayaPIt unear tNt Oone. in tna aniaimt lor «micn It H wdttan aaol tfio tima of niciiawealltM* 
♦nieroa Witw t y cn octt or ea fa mtt mmt or tna amount wnicn wayii hmtm eaa*i ra c awar a eia imear tiich priori 

poMcy ppnumioe In forca yntU ' . ary of tucn lota. If tna latlor amount eittmallar. 

A-79 4^ f 

"Importhrir: ftotifkBtion muu t^^ghmi to emphffmnt servfct 
u^9n lerrfiewpon or epienuirmeni or ooivoee* 



X\w mcKrtWfi of mon tKon or>« Imumd iKoll not oyir oU to iijicnmm fhm total lidbiiit/ of tKo Undorwritrr und«f :hit 
lend. If moco ihon on* lmur««l k tmmd, notico CMollir»o tK# lond iholl Iw givon oi providod in Condition 5 b/ 
tHo lmui«d fint iwiiod in O«clocotion 1 to Undovwrttor* or by iKo Undorwritor to tfio otHor, o$ tht com moy bo. 
SmcH first-nomd tniurod iKoll, m provldod in Cofiditi«« 3 ond in boholf of itMlf and its Joint Imurod, 9<v« notico 
to ond flimish ^Icwlore to tKo Uhdorwritor, brinf I090I pcocoodinfi for its own account or m Tnitloo for any Joint 
Umtfd, comont to ttttloww n t on occount of ony cloiw, and any paywont modo wh#i ifio conoont of tho fint-nomod 
InMTod dioll Killy rol-'oio tfio UndOfwritor on account of »*ch claim. If tho firH -namod fiMurmi coatoi for «>y roo- 
ten to bo covorod undor hit lond, (Han tHo bimwad noiit nanwd thai I tHoiaa^ bo contidorod oi tha fir^ -na^ 
lurad for oli tba p u t p ot m M rtilt tond. ~~ . 

CONDITIONS 

1 « Ftf iod and omount of co varog t 

CoHraraya, li#ad by naa« or pa^ition at indicatad In Daclarotion 3, ttaitswitfi tfca affdctiva data of tblt lond, or of 
any ^tam addad tlwiaaftar, in tU aaiaunt li#ad Ui Hia ScHaduk and andi with tha data of caneallation oi to omployoa, 
arimltinn, at tha caM amy U and oyfillat ta iKa tarwi of owy l oywont af any onyleya o covarogt of whom hat not 
baan caneallad qt pravMad in G^^ltior. 5. Such covaraya may ba ttartad, incraoMd or dacraatad by writtan raquait 
af a certifying Spon»r and a groaaiant af lha UndaovHtar. RafwdUtt ef tha miaibar af yaaif tudi c^^mrw^^ tholl con- 
tbHia and of tho midbar of piaaiiiMM poyobla or pmU, tha Undaof^t Itar't liafetility iKall not ba cuimilotivo, nor iholl 
tha U Oatwritar ba lidbia for mora In tfia igrtftta iKon^Hia larfoit ainount littad, avan though such co^r^go it not 
continuaut bacauta caneallad for ana araiaraparlodt, or t»w amount of luehoayai^ tfcavatafoit 
ichaduM by position, (1) tfia Undarwrltor't llaUlity ufan an ainplayaa torving In mata than ana potitlon diajl not 
OMcaad tho larfOit omaunt af covativ* ^ ^ paittlon whila accuplad by hiai; (2) in caw all Idontical poti- 
tlono ata not covorad undar tlilt land, tfia (MMwrltar*! Itabllif/ for latt un^ any luch pallHan dnill ba roducod by 
tHo oroyortien that tha nu«v4or of aueh poeltlom u n ca ^arad k«an ta tha tatal nuaibar af such |Mtlt(onf . 

2, Umit of liabilify undar thlt lonf4 and prtor intutanoa 

With laipaet to loit cautad by any mi^iof— mi which accuts pavffy durli^ tha paHad of c^farafo and paifly during 
tha poriad ot cthor or policiat Ittuad by tha Uidarwrf t ar ta *m bwMtad mfmf p it rf t tw tr In Intact ^ tha 
Imutad and tatminotador caneallad ar all^waa oh^Iiv ond In wMdi tlia paried for dhcovary hat n<4 oKplrad at 
tha tima any tuch lot^ thataundar It ditcavatad tha tafal liability of tbe IMatWHtar undor thlt land ond wdt * 
©•harlandtorPalklatAoll notoiicaad In tha aggtagata, tHo amount I litad In tKa $chadu la ar tha amaunt aval U la 
tothalniUfadundorsuchoHMrbondlorpdlclatotllailtadbythotatvwandcandl^ lc«. If 

th^ latt or amount bo tha lorgar^ 

3. Um-Natica-rroof-Sult " . ' 

WltMti 15 doyt ollar difcovaiy, fho Eff^loyar M\ giva tha Uhdgnwrltar natica af loM. Within 3 mantht ahar dlt- 
ca^, tho Eiviployar th^ll Hlo with^ha Undorwrlter %vHHan, itamlxad piaaf af lam, duly twam to. Ugol procaadlngt 
fir raca^ef lorn undarthto bond ihallffiolta tho emplayaa^paityta tha w^^^ tatvlhg him wWi procam tharoln. If 
aecoiiiM^ wilhtn tha juHtdlcHan and dial I not bo kgught atar tha aMpMian af 15 mantht ftram Iho fllkig af tha 

Any af thata limltatiant. If pitdilbltad undor tha l«w ta thk land, Ml ha tt l Mi d od ta tha mini- 



t cati t*» Inwiad't lam mccaodt tha amount af ca^raragt, tho maaunt af tacairafy an account af any 
tMtland, lam tha achfaloaitt of making iomo« Ml Nfit lNiappifodtarolai^ 

5. Cancollatlon ....... 

CavatMO of mty omployao ihall ba d«Mad caneallad (o) l^mmdiataly upan ditoovary by tha hwnad af adWionoit 
act cammittad by tha oo^layoo, or (b) immodiotoly tho omployao laa^ tha tanrlca af tho biMad. Thlt lend diall 
ba daomod caneallad at an oi^tiiaty dWomotically Immadlataly (1) ufan eaneallatlan af all Itamt In tho SchaduU, 
(2)ufOntUfTondorof thiilondtothoUndaiwfjtar, (3) upan Iho latbamont from butlnom by tha Inturod, (4) upon tho 
t^big a^ af tha baufod 1^ a racalvar, athoc tt^uldatar ar anothar arganlsitlon. . 



Tha mailing of wrftton notico to tht Inturad by tha Undarwrftar ot pr ay id ad bi thlt Candltlan thall bo tufflciont pfoaf 
of natica and tho co^arogo undor thlt band dmi I ond on tho offoctlva data af cmicallatlon itatad in tha notlea. ftQ- 
V|DR>: No cancollotion, tonwinotion, or modineatian af tKtt land, ^^hu by or # tha va^uait of tho cortlfylng 
Spantar or by tho Undtfwrttor, tholl t^a affact prtar to tba mcpitatlan af 15 dayt altar writtan natica af tuch can- 
eallation, tarmlnation, or madlficotion hat boan flUd with tho cowtlfybtg Spantar, unlam on awllar data af tuch o 
callatlon, tomlnotion, or modiHeatian It oppro M d by taid carti^big T 



Chongot 




birwlmati wttW, tha Undotwrltar hot cautod thlt land ta ba onacutad an tha Daclon^tami pi«o. 
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STATf ^ CAUKJiNIA tONAlO HAOAH, Cmtn^t 

^^M^^^^^^H^^H^^H^HH^Ht fl^^M^^^H^K^^^H^^^^^B^^HH^^M 

OifAAfMtNT Of iMTlOYMfNT 

CAUFORNIA STATE EMPLOYMENT SERVICE 

1525 South Broadway 
• Los Ar^elss, California 90015 

m€wm 19** 

3861I25 Date I 




Gentlemen I * * 

Thank you for participating in our Bonding Program. An indemnity and 

fidelity bond in the amount of $ w ill be issued *by the United 

Bonding Insurance Co« effective • This bond is to cover 

your company against axy losses caused by the bondee, ^ 



A copy of the bond will be mailed directly to you from the bonding company* 
Allow approximately ten days from today for the bond to arrive* If you 
have not received it by then* please call the Bonding Specialist at your 
local California State EmplGyment Service office 



_telephone number. 



Bonds are issued for twelve month periods and may be renewed at the end of 
that periodf if a bondafide need^ exists* Since this program is not intended 
to provide open end coverage, it i^ll be necessary for your compariy to 
attempt to use your own bonding resources at that time* If this attempt is 
tUMuccessful^ the existing Bond will be renewed for an additional year* 

The Federal government absorbs the ^fuH cost of this program; therefore, 
ther'e Is no charge for tjiis bond either to your company or the bondee* 

A bi-monthly f ollow^p is required to determine the current status of all 
bonds* To accomplish this, your assistance is solicited* You will receive 
a very simple questionnaire asking 1 (1) Is the bondee still in your ^mplpy? 
(2) If not, date of teartainatlon dihd 1^* Any comments you wish to include 
win be appreciated* A self-^addressedt no postage required, envelope will 
be, attached to the* questionnaire* 

IN THE EVENT THAT THE BOIJDEE'S EMPLOItENT IS TERMINATED, IT IS VITALLr 
IMPORTANT THAT YOU NOTIFY THE CALIFORNIA STATE EI-IPLCYMENT SERVICE OFFICE 
BONDING SPECIALIST AS SOON AS P(3SSIBLE* THE FEDEftAL GOVERNKEKT IS CHABGED 
Br THB^ BONDING COMPANY ON A MONTHLT BASIS AND YOIR NOTIFICATION 0^* TERMINATION 
WOOLD ^QID NEEDLESS EXPPDITimE OF. PUBLIC TAX DOLLARS*. \ _ 

If you have axV questions or require assistance concerning this program, 
please contact the Bonding Specialist* 




i 

lERlc! 



Arthttr Morgam, KanpoirariAS^ 
Loa kDntl'^ M«tropolJi!ta^ Atm 
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3.3. BONDING PROGRAM PUBLICITY FLYER, 
UNITED PLANNING ORGANIZATION 
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ERIC 



ARREST « CONVICTION 

RECORD 



KEEPING YOU FROM A JOB ?? 

Has an eaployer told you 

"We can't hire you because you've been arrested! We can*t bond 
you: Get a police clearance before you're hired!" 

* 

Go to the nearest UWtTED PLAHNING CMIGANIZATION (UPO) NEIGHBORHOOD 
■MPLOYMEKT NETWORK CENTER. 



Ask about the 



UPO BONDING PROJECT 



GET OOMFLETE INPORMATIOH ABOUT: 



BONDING 

JOBS 

TRAINING 



Visit the Nei(hborhood BBployaent Center nearest you mmm 

1. 1000 U Street, II .W. 5. 515 8th Street, S.E. 

2. 2435 Ikth Street, H.W. 6. 3310 18th Street, S.E. 

3. 3308 14th Street, N.W. 7. 622 Division Ave. , N.E. 

4. 220 K Street, H.W. 8. 516 H Street, N.B. 
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3.4 LETTER TO EMPLOYERS, 
UNITED PLANNING ORGANIZATION 



UNITED PLANNING ORGANIZATION 

NATIONAL CAPITAL AREA 



O ^ T H C 




/IN 




Dear Sir: . , , 

What can a bu.lnaa. axacutlv* do conat ructlvaly when he 
want, to hire io.eone, but because the per.on ha. an arrest 
or ^conviction record, the firn'. blanket bonding policy apre^rs 
to rule out .uch e.ploy.ent? Something i. being done to ansv-r 
that' .pacific que.tion! 

An ««*hd«ent to the Manpower Act in 1965 ha. provided a 
progra.. operating on a limited .cale. that enable, employers 
in the Metropolitan Wa.hington Area to avail the«.elve. ^ 
•kill, and abilitie. po..e..ed by people previou.ly unemployable 
under blanket bonding provi.ion.. Specifically. Section 105, 
Titll I. of the ManpSwir' Act. empower, the Secretary of Labor 
to develop and admini.ter experimental bonding programs for 
dl..dvantag«d P«r.on. who are otherwi.e qualified for employment. 

On June 8, 1966, pur.uant to the provi.ion. of thi. Act, 
the United Planning Organi.ation. the Community ^Jtij;^^!"^^ 
of the Rational Capital Area. wa. de.ignated by the Department 
of Labor. A. « .pon.or of .uch a bonding program. New York. 
Chicago, and Lo. Angela, are other citie. which have been 
designated a. participant, in the demon.tration program. 

The United Planning Organization ha. alteady been «ble 
to place a number of people in job. that would have been 
denied them were the Department of Labor bonding program 
not In operation. Several Wa.hington bu.ine.. executive, have 
filled critical vacancie. by employing good men who were bonded 
through the .pon.or.hip of the United Planning Organixf tion . 

Wot only i. thi. bonding program aaiistlng ^^^^l^'^llt, ^ 
the employment opportunitie. open to many people, it 1.. prcildi..g 
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many employers who arc seriously hampered by a critical labor 
shortage vith semi-skilled and skilled, capable and Industri vjs 
employees* 



Because this program has great value for many of the 
employers among your membership, the United Planning Ottanxzatton 
would welcome an opportunity to discuss its full implications 
with you at your earliest convenience, k phone call or h letter 
from you will bring one. of our manpower staff to give you irore 
particulars. We have several capable wpeakers who would he 
pleased to discuss this program at one of your regular , meeting? . 

Tou may receive further information by calling members of 
the UFO Manpower staff (Job Development Section) at 659-1100 « 




- 316 
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NEW YORK STATF: DEPARTMENT OF LABOR 
_ DIVISION OF EM^>LOY^fENT . 
FIELD OPERATIONS BUREAU 



FIELD OPERATIONS MANUAL 
Transmittal Letter No. S-67-48 



DATE: August 15, 1907 



Re: Selection and Processing of Partijripants 
in the MDTA Bonding Project 



This item transmits a new manual section which provides for the 

establishment of the MDTA Bonding Project on a Statewide basis. New York 

City memo ES 43(66) is now obsolete. Local offices will receive an initial 

supply of fifty copies each of forms ES 698 and ES 699. Additional supplies 
may be requisitioned from tha Albany stockroom. 



Abe Lavine 

Director of Field Operations 



Iteuis Transmitted ^ 


Items Obsolete 


Table of Contents. 

II 26390-2039S dated 8/15/07 


* 

None 


a 26390-263951^ dated 8/15/67 
II ES 69R ' dated 8/15/07 
II ES 699 date* 8/15/07 
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TABLi: OF CONTRNTS 



SI IXCTION AND PROCESSING OF PARTICIPANTS IN 

Tin MDTA BONDING PROJECT- .- 20390-20395 



1 1 



Introduction- -'-J^ ' ----- 20390 (Hi K/ir*/( 

Purpose J 26391 (S; fl/15/o 

Use of Bonding in Placement - -- --- 20392 [SJ H/lS/67 

Local Office Bonding Representative's ResponsibiUties*- 20393 (hj «/15/o7 

livdluating Project- -r- - 20394 C5J S/15/07 

Uackgromd Information- - r 2o39S (S) a/l5/o7 
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26390-26395 SELECTION AND IM^OCESSING OF PARTICIPANTS, IN TIIE MUTA BONDING PROJECT 



26390 



Introduction 



26391 



The "NDTA Bonding Project is designed to provide bonding coverage fbx 
workers whose prospective jobs require bonding but who are unable to 
obtain bonding through regular channels bccai^e of police records, un- 
satisfactory -credit ratings or short periods of resi<lence* The **^n)TA*' 
in the title refers to the creation of this project by the MDTA Act of 
1965,^ Bonding coverage may be offered to any applicant, regardless of 
whether or not he has participated in other NDTA projects. 

Bonding units for the program are being made available through the New 
York State Employment Service, Each bonding unit represe nts 1 month's 
coverage under a $500 bond. Maximum coverage for eTi gib Ic participants 
in the program is $10;000 for one yea¥ (ox' a total of 240 bonding units). 
At the time a request for bonding is received from a local office, the 
Employment Consultant-Parole will reserve sufficient units to cover 
the bond for a minimum of one year. Should the bond be cancelled prior 
to the expiration of the year computed fron the effective date of the 
bond any unused units remaining will be returned to the general fund. 

Uhder the terms of agreement with the insurance carrier, the Employ- 
ment Consultant-Parole will be charged the number of units required 
for two month's coverage for each individual bonded even though the 
duration of employment may be less than two* months "time. Example: A 
worker bonded for $1,000 (2 units per month) who terminated employment 
after 1 day would use up 4 units. » 

For each individual covered under the MDTA bond there is no designated 
time of termination - the bond is^ open ended. ITie reason the Employ- 
ment Conusltant-Parole computes the bond unit allocation on the basis of 
a year is to insure that there will be sufficient bonding units avail- 
able for that period of time. 100,000 units were purchased from the 
insurance carrier to be available to sponsors until the supply of units 
is exliausted. If the sponsor has not ^llocated all of his units it is 
possible that he could then apply remaining units to extend current 
bonds • 

It is hoped that employers will consider taking MDTA bondees under 
their own commercial coverage at the end of a year's satisfactory per- 
formance by the bondee. Steps toward this may be taken at the local 
level; local office bonding representatives may initiate negotiations 
with employers as the year's performance by the employee draws to an 
end. 



Purp 



ose 



The primary purposes of the bonding project are: 

A. To provide bonding service for applicants who would otherwise be 
unable to obtain this service. 
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B. To determine the advisability of the continuance of this experi- ^ 
mental program. 

C. To obtain data necessary to determine the extent of need for this 
type of bonding. 

D. To develop techinques for its implementation. 
Therefore, the local office bonding representative will: 

1. Complete the Applicant History Form ES 699, for each individual 
considered for MDTA bonding. 

2. For those for whom bonding is requested, process the necessary 
forms and send them to the state sponsor, 

3. In all other cases, retain Form ES 699 in the file for future 
reference. 

4. Enter an explanation concerning the circumstances cf each case 
under the ••Comnents'* section. 

Use of Bonding in Placerhent 

Caution should be exercised not to use the availability of the MDTA ^ 
Bonding Project to initiate negotiation for referral of an applicant ] 
to the employer. First tell the employer about the applicant's 
qtialifications and positive attributes. Discuss use of Bonding 
Project bonds when (1) lack of commercial bondability is the last 
barrier to acceptance or (2) the position to be filled is one in 
which the incumbent could cause financial loss to the employer. 
Offer the Bonding Project bond as a surety protection for the employer 
not as a reason for hiring the applicant. Bond coverage is meant to 
supplement the applicant's qualtications. 

The availability of Bonding Project bonds should be used to obtain 
job openings for the applicant who may be considered marginal be- 
cause of a police record, unsatiisfactory credit rating or short per- 
iod of residence. In order to ^^sell*' such an applicant, the inter- 
viewer-counselor may offer bonding coverage on those jobs not tradi- 
tionally bondable but where dishonesty on the part of the employee 
would result in financial loss to the employer. 

Local Office Bonding Representative's Responsibilities 

A bonding represeivtative and an alternate will be designated for each 
local office and Youth Opportunity Center by the Office Manager. The 
local office bonding representative will: 

A. Use the following criteria to establish the eligibility of the . 
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SELECTION AND PROCESSING OF 
PAKTiaPANTS- IN TOH MDTA BONDING PROJECT 

26393 (continued) 

applicant and the employer for the project, 

1. Applicant eligibility. 

a. Is seeking employment in New York State. 

b. . 'Possesses the occupational skills needed to fill the bond- 

able job. 

C. Requires bonding to obtain suitable employment. ^ — 

d« Cannot obtain bonding through regular commercial channels. 

e. Has not previously been terminated under this program be- 
cause of a fradulent or dishonest act. 

Note: No bondee may be covered for more than one bonded job 
at any given time. 

2. * Employer eligibility. 

a. Job order includes bonding requirement 

or 

job opening is not presently a bonded position but 
irresponsible or dishonest conduct in the position could 
materially damage the employer. 

b. Employer is unable to obtain bonding for the applicant 
under his regular bonding contract. 

c. Job order is for a full-time position with reasonable 
expectation of permanency, adequate wages and working 
conditions. 

d. Required bond coverage does not exceed $10,000 (20 bonding 
units per month.) 



In New York City Only: 

Telephone the MDTA Bonding Program Sponsor 
Mr. William G. Rafferty, 
(telephone : S63-Z660) 
to: 

1. Ascertain the availability of bonding units. 

2. Reserve the appropriate number of bonding units « 
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- - - - SBLEeriON AND i»ROCESSING- eF. - - 

PARTICIPANTS IN THE MDTA BONDING PROJECT 

26393 (continued) 

B<. Contact the employer to inform him that bonding has been arranced 
for the applicant. The effective date of the bond is the date on 
which the applicant starts work. 

C. Take the following action when. the applicant starts work: 

1. Prepare 5 copies of Form ES 699, Applicant History - MDTA 
Bonding Project. Follow the instructions. indicated in II 

ES-69^^- ^ ~ 

2. Notify the employer of the effective date of the bond (date 
employee starts work). Advise the employer that the actual 
bond will be mailed directly to him by the bonding company. 
If the employer requests a document attesting to the bond 
prior to his receiving the actual bond from the iiisurance 
carrier, prepare and send to the employer the binder Form HS 
698, M)TA Bonding Project Certification. 

3. Forward two copies of Fornj ES ^^9, Applicant History - MDTA 
Bonding -Project, to the Employment Consultant-Parole. Keep 
one copy in local office files. 

* t. 

D. Follow up bi-monthly with the employer to check on the applicant's 
job adjustment. Some bondees will require more attention from 
the local office after' job placement to help them adjust to the 
world af work. In other instances people will quit or be dis- 
charged and bond termination should be effected ,as soon as pos- 

. sible to avoid wasting bonding units. 

Follow».tip with bond applicant and employer is also needed to 
obtain information to assess the project correctly. Information 
obtained at the time of follow-up contact should be noted under 
"Comments** on Bonding History Form, ES 699. 

E. Take the following action if the employee i^s released from or 
leaves the job or the bond is terminated: 

1. Send a memorandum to the Employment Consultant-Parole, giving 
him the name of the bondee, the enployer, the effective date 
of terminatioh and the circumstances. 

2^ Note the date of termination and the circumstances on the 
local office's copy of the applicant's Form ES 699, 
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SELECmW AND PRQCESSML^F _ . 

. PARTICIPANTS IN TOE-MDTA BONDING PROJECT 

Evaluating Project 

In addition to aiding those individuals actually bonded under this 
program, great vflue will result from individuals gaining employment 
because of the availability of the bonding assistance. 

A. Local Employment Service offices and Youth Opportunity Centers 
will take the following action to assist in evaluating the MDTA 
.Bonding Project program: 

1, ^ Prepare a weekly memorandum of all instances in which the 

availability of bonding was discussed with the applicant and 
the employer and, although no bond was certified, its availa- 
bility was a definite factor in the placement which resulted. 
' Include the following information regarding each such in- 
stance: 

a. bate 

b. Applicant's name and DOT code 

c. Employer*s name 

d. Job Title and DOT code of the job in which the applicant 
was placed. 

2. Forward this report, at* the close of business Friday to: 

Mr. William G. Rafferty-Employmcnt Consultant-Parole 
New York State - Divisidn of Hniplo^ment 
370 Seventh Avenue - Room 1004 
New York, N^Y. 10001 

Background Information 

The following definitions will be helpful in discussing bonding with 
employers. 

1. Individual Bond 

The simplest form of fidelity bond is the one which bonds the em- 
ployee to his employer. This is the individual bond and is used 
when there is only one employee to be bonded. 8 • 

2. Name Schedule Bond 

The schedule bond was developed to include all of .the eiiployees to 
be bonded tnder one kond. A schedule is attached to the bond listing 
the name, position, location of each employee and the amount for 
which he is bonded. The insuring and other clauses of the bond are 
the same as in the individual bond. - ^ 
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_ . _-. . _ . _ SELECTION AND-EROCESSINi]-QE - ^ . . . 

PARTICIPANTS IN TIIE. MDTA BONDING PROJECT 

26395 (continued) 

3. Position Schedule Bond 

^^^^^^^^^^^^^^^ » 

When an enployer has hi^ turn-over, the paper work involved in 
adding new einployees, deducting former ones^ computing earned and 
imeamed premiums, etc., suggest that a* les^ involved method be 
* devised. Instead of naming the individual employee occupying each* 

position to be bonded, anyone employed in that position is bonded* 

: 4. Blanket Bond ^ j 

Blanket fidelity bonds insure the employer agfainst loss due to 
dishonesty of any employee, regardless of who that employee ^may be — 
nresidcnt, or the sweeper of the back stairs. Every employee is 
bonded for the amount stated in th^ bond, which is the ^ame for all 
employees, whether he is treasurer of the company or a day laborer 
pushing a wheelbarrow. Coverage is Automatic Just as soon as a 
new employee is hired, he is bonded for the full amount stated in, 
the bond. There are no premium adjustments during the policy term 
except in the event of merger or consolidation with another corppany.* 

* Employers normally obtain coverage for their employees by the^ 
use of a "blanket bond" can also use MDTA bondees as employees. 
The MDTA bbndee would not be covered by the blanket bond, he 
would be working under separate coverage. Any loss occasioned 
because of dishonesty by the MDTA bondee would be covered by the 
United Banding Company up to the dollar value of the specific 
bond» Losses -of undetermined origin (or individual act) are 
extr<?m^ly rare and should they occur, the responsibility of 
deciding which bonding company would pay the employer would be 
negotiated by the two insurers and not the employer. 
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EMPLOYMENT SERVICE FORMS 



M)TA BONDING PROJECT CERTIFICATION 



£bond for an applicant covered by the MDTA bonding program is mailed directly 
the ewployer by the bonding company. This form, when requested by an em- 
^.•jyer, certifies that the applicant is bonded prior to the employer's receipt 
of the bond. # 

B. Preparation ; 

I* 

Singly, prepared by the Employment Service Interviewer or Counselor who refers 
the appli^cant to the bonding program* 

— En^triesi — 

Self*explanatory. , 
D. Disposition ; 

Send to employer of bonded applicant. 
E« Procedural Reference: 

II 27390 27394 
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F. Facsimile: 



MDTA BONDING PROJECT CERTIFICATION 



MUCinHSnMCE 





LOCAt * STATf • IUtK>MAL 




YORK 
LABOR 



OlVlSlOiUgeLW UbYMENT 

NEW YORK STATE EMPLOYMENT SERVICE 



This certifies that . is bonded for 

^ (naine of applicant) 



f o r ^ e ffectiv e The actual 

Camount) (period of ti»c) (date) 



bond will be mailed to you within 15 days* 

(Interviewer I) 



US 698 (8-57) MDTA Bonding Project Certification 
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APPLICANT HISTORY-MDTA BONDING PROGRAM 

A. Purpose ; 

!• To provide the local office with a background of the applicant and his work 
histtfry before bonding assistance was. provided, 

2. To provide the state sponsor (Eiiploynnent Consultant-Parol^) with information 
concerning applicants receivi^ig bonding assistance, 

B. Preparation : 

In triplicate I prepared by the Eiploywent Service Interviewer or Counselor who 
refers applicant to the bonding program. 



C* Entries : 

1, 3, 4, 5/8^ 9, 18, § 25. Self-explanatory 

2. * Enter primary job title and DOt Code on first line. Enter additional job 

title and DOT code, if any, on second line. 

6. Circle highest grade completed, pot nui«bef of years of school attended* 

?• Enter this information on ly on the two copies to be sent to, the administra- 
tiw offices, (The information is for reporting purposes,) Do not question 
applicant; identify by observation, 

9, Enter this information on ly on the two cdpies to be sent to the administra- 
tive officers, (The information is for reporting purposes,) 

10, Entet name or accepted abbreviation for branch of service, date of entry on 
duty and^date of discharge. If disabled, enter ES Handicapped code. 

11, Enter L,0, nunfcer or name of referring agency, ' Enter name of interviewer 
or counselor and L,0, bonding representative, 

12, Enter date Bonding Program discussed with applicant, 

13, Circle apfiropriate designation of program that establishes applicant's 
eligibility: 

Institutional Training Formal curriculum in schools or 

similar institutions 

Work Training - Training received in a work situation 

such as on-the-job training 

Work E)q)erience - Work projects designed to develop 

employability of welfare clients and 
other disadvantaged adults and youth 
(Neighborhood Youth Corps, etc) 
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- APniCANT HISTORY-MDTA BONDING PIW - 

C. Efjtrics: (continued) 

.Counseling ForMl £S counseUng which meets estab- 

lished criteria need not be instituted 
or repoTteti so long as* the needs of the 
individual are adequately served by an 
interviewer, 

14. Circle police or credit, if appropriate. If other, write a brief explanation 
as stated by applicant. 

— 15^,14,^ 17. To be filled in at the tifne employer accepts applicant for a specific 
job. * . 

19. Enter nuwber of times arrested as stated or from information on police record. 

20. Enter most serious charge (s) -if numerous arrests, or if arrested many times for 
the same offense, enter this inforfhation. 

21. If numerous arrests, enter dates corresponding with '20. 

22. Enter nunber of convictions as stated or from information on police record. 

Enter number of times committed as stated or from information on police record. 

• ■ *. 

23. ,If numerous confinements, enter reason for longest term of commitment, 1 

24. Enter dates of longest term of confinement. 

26. Circle 'Ves" or ••no". Circle ••yes'* if case records which the agency has pro- 
vided the information source - enter brief explanation, e.g., statement 

by parole officer. 

27. In the box headed ''Resulf^ insert the date applicant started work. This will 
be the effective date of the bond. Enter nunier of bonding iitits needed. To 
compute bonding units needed, divide amount of bond by $500 and multiply by 
the ntm»ber of months the bond^ tovers. A $2500 bond for one year requires 00 
bonding uiits $2500 x 12 » 60. 

rw . 

28.. State specific problems and/or successes encoimtered in obtaining suitable 
employment far this person under the Bonding Project. 
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8/15/67 . • EMPLOYMENT SERVICE FOM^tS *!! FS 699 fp.31 

APPLICANT HISTORY-MDTA BONDING PROGRiXM 
D« Disposition : . ' 

1. Send original and on*^copy to state sponsor (Einployment- Consultant-Parole). 

2. File one copy in applicant's application card. 
E« Procedural Reference ; 

II 26390-26395 
F. Facsiwi le ; 

See next page. 
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Ifpl leant history • HDTA iondinf Profrin 



abclal Security No. 2. OCT TItU and Cod« 



9. Addr«M: 



Zip Cdd« 4. PhQn« 



5. OmU Of lirth 



I* education (Ctrc1« Hifhast 9r«d«) 



7. 5«x H F 



Marrt#d SingU 9. CItUan 
athar Ym No 



10. HUltary tarvlco (Iranch, Oatot of Sarvlca, Otsaklllty, If any) 



ii. tafarrod by or Afancy) 

Intarviawar 



19. niflbillty (circia ona} 

Inatituttonal Tfalnlfif 



^rk Traintnf 



Wbrk Exparlanca 



Counaal Ing 



14, Naaon Itatad for Pol lea iaeord 
Daf^ylna tend (ctrela ona) Cradit ITatlni 

15. Propoaad liaployar (Nina 4 Addraaa) 



Othar (Explain) 



Typa of iuitnaaa 



Poaitlon Afjillad for (DOT Titia * Coda) 



17* Ertplcyar 
ftondinf Co* 



IS. Employmaftt HIatory (1 lit moat raeant Job firat) 



(1) 'Exact J«Jb TitIa 

1 


Dataa Employad: From: To: 


jfiiployar Nina and Addraai 


Typa of iuatnaaa 


ISaiary 

' 1 


Houri/Waak 


Naaaon for laaving 


12) 'Exact Job Tltla 


Dataa Er»ployad: From: To; 


jEfliployar Nana and Addraai 


Typa of luainaaa 

1 1 .ili-ww- - — 1- -- - ^ ^ , - 4 


^lary 

S 


Houri/Wia4( 


Naaion for taaving 


(9) J Exact Job Tltla 

I 




Dataa Em^loyad: From: To: 


lEmployar Nana and Addraai 

5 . .._ . . — 


Typa of iuainaaa 


I Sal ary 


Houra/Waak 


Raaaon for laaving 




19* No* TiMaa Arraatad 


20» Naaaonla) for Arraat(f) 




2t* No* of Convtctlon(i) 
Na. of ConflnaMnt(i) 


29. Naaaon for Conf liiaiR#rtt(*) 


liT OataTa) " 

1 


15. Lon.ait Parlod of Conflnanant ^)nca or Cra^it Praeora. li yaa, auyrc. 

To Varlfiad: Yaa No Info: 


r. Ei^loywant HIatory Ondar Iondinf Profrwi 


*" * " 



Job. Qay# 



Emaloyar 



Job Tltl» 



Dur 



In 



taauU 



•ond Ufiita 
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4.0 ARTICLE ON FEDERAL BONDING PROGRAM FROM 
EMPLOYMENT SERVICE REVIEW 
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ES Bonding Project 



A T r a i n c c Placement Assistance 
Demonstratton Program U being con- 
ducted jointly by the Employment 
Service and the Office of Manpower^ 
Policy, Evaluation, and Research, to 
determine whether special govern* 
ment-supported bonding aid will help 
place persons who are denied suitable 
employment because they cannot ob* 
taia eommerctal bonding. Known 
at the Bonding Project, it is a pilot 
program authorized by a 1965 
amendment to the Manpower De- 
velopment and Training Act* 

To be eligible, a person must have 
participated in one of the following 
federally financed activities: (1) 
Training* (2) work training, (3) 
work experience, or (4) courrltnp* 
and be seeking employment through 
the public Employment Service. 

Bonding coverage for approxi- 
mately 1,700 persons ha* been pur* 
chased by the Department of Labor. 
This coverage is being used by Em* 
ployment Service local offices in five 
pilot cities: Chicago, Kansas City, 
Lo» Angeles, New York City, and 
Washington. D.C In each city, an 
ES staff member has been designated 
as area sponsor to inforrn local oflSce 
staff on the intent and impteicnta- 
tion of the program. He is also re* 
sponsible for reviewing eligibility of 
potential bondees and employers, 
and for certifying and terminating 
bonds with the company. The avail* 
ability of bonds is offered to persons 
in all occupations within any in* 

In addition to* this demonstration 
program, bonding assistam e also is 
being offered through six special 
manpower prpjects-^two of them in 
prisons-* through arrangements wtUi 
the Office of Manpower Poficy, Eval* 
uation, and Research These special 
projects were selected on the basis of 
the relatively large nunibcr of MDTA 
cnroltccs^ other trainees, and leleasees 
wboic hiitorics inhibit them from 



obtaining commercial l>onds and con* 
sequently satisfactory employment 
For each special project, a sjionsor lias 
been ucsistnatcd whose responsibiUties 
are esseiuially the same as those of the 
Employment Service area sponsor. 
The first 3 months of bonding proj* 
ect operation have benefited directly 
only a few dozen individuals This 
may be due to several factors. For 
one thing, increased job opportuni- 
ties have eased some placement prob-^ 
lems- When, there is a choice of 
referring an applicant who apparent* 
ly is not commercially bondablc to a 
bonded job or to a job not requiring 
bond* interviewers naturally have 
tended to refer hiin to the xmbondcd 
jd). Furth'^rmore, a tightened job 
market has caused some e^nployers 



to reduce hirim^ requirements and 
make more jubs available without 
bonding. Too, luany puteiiti.il 
bondees lack skilk or ktio\vIedi;e if: 
quired to fill satisfactorily the juc sont^ 
ly vacant bi-nidable i>Obiti»iu$ In 
some iii^taiu es, t mpl<'\ct!> ha\r Wi m 
hesitant about acccpt:nc^ offers.: ot 
bonding iissistaivce, t*%pre<5in»^ coi«^ 
cern that $|H:cial pioicction for M»uit 
may be prejudicial to thei* tiinnial 
surety lH>ndin,c coverage. 

However, the availability mI this 
type of sjXTtal caM- bonding 
age has produced mjiuc rxrrll* nt in 
direct assistance to tlie tarv^et gmup 
m getting jol>s One surh bcmlU 
has been to remove bcuidability ,is 
an employer discriminatory Mr(*en-^ 
ing device. Once the real innH^di* 
rnent to hirini* becomes clear, and h 
mi hidden behind a bondiui itHiuiii 
rnent, constructive remedial steps 
can be taken. With bonding rr- 
moved as a problc;m. cither sjiVritM 
legiil restrittions and Hcensine le* 
quirements have been identified and 
tackled directly. . 

Perhaps the most signifiiatit lai- 



Would you hire tliis man? He has 17 years* experience as a con* 
trollcHmcT industrial salesman, a college education, good ap|H-ar* 
ance— and a convictbn record as an embezzler. He is a parolee from 
a Federal prison, under obligation to pay back $35,000 to an nv 
surancc company, 

A diflScult position for the applicant, a difficult decision for the 
employer. Commercial bonding companies would not cover this 
t«»^n- but work at the unbonded types of jobs open to him \>as at a 
Salary level that made paying back the $35,000 imiKissible. ^ An em* 
ployer who ncpdtd a man with his capabilities was hesitant: This was 
a key poiitrnii in the company, and dishonesty by the incumbent 
could be veiy cwttyi Tht emplo>*?r ould consider hiring him onlv 
if h* h^;d protection against financial loss through a surety bond. 

Fortutlfe|for cmj^yer and applicant, the ap|>licant*t parole 
officer ha^Sll^ contacted by an Employment Service counsellor and 
he kne>rT^fet^Tiding project*' had just statted in his city I he 
parole ofcccr directed the man to the local Emplo>inent Service 
office*. There he submitted an application for emt »loyment* discuiv^d 
his job goals with an iSl^loymt^ Service interv iewer, atfd aira^e^ • 
ments were made fori?^ial bo»id!ng protection needed to overcome 
the barrier his prisan record pr^icnted td acceptance ana hiring by 
the^^mployer.. He was placed in Ac employer** vacant bciokkcepinp 
j)Osition and is filling it cai)ably and well The ii«f|«yer ii pleased.^ 
and the applicant is t^w a iiroductivr me^/^^ company tcan^ 



and his community* 
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pact of the bonding project thus far 
has been a bolstering of confidence 
of both jobseckcrs with police records 
and the Employment Service inter- 
viewers — and often of employers, too. 
Applicants arc more willing to dis- 
close complete background informa- 
tion, often revealing acquired skills 
and knowledge not otherwise appar- 
ent, as well as arrest/convictions, 
poor credit, etc. Previously, appli- 
cants frequently ruled out bonded 
jobs and would not 'discuss skills and 
training acquired while imprisoned. 
Interviewers now attempt referral of 
qualified — but apparently not com- 
mercially bondable — applicants to 
employers whom they would not 
otherwise approach. This increased 
frankness and confidence has some- 
times been rcwardecy)y having the 
applicant accepted without providing 
the special bonding aid, cither 
through hiring without bond or ac- 
ceptance under the employer's reg- 
ular blanket" bond. 



